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Letter  to  Shareholders 


We  are  pleased  to  report  that  The  May  Department 
Stores  Company  achieved  record  sales  and  earnings 
for  1984.  This  is  our  tenth  consecutive  year  of 
record  sales  and  earnings. 

Sales  were  $4.7  billion,  a  13.7%  increase  in  total 
and,  importantly,  an  8.7%  increase  store-for-store. 
Net  earnings  were  $214  million,  a  14.5%  increase 
from  $187  million.  Net  earnings  per  share  were 
$4.96,  a  14.8%  increase  from  $4.32.  Return  on  begin¬ 
ning  shareholders’  equity  was  18.5%. 

Each  of  our  business  segments  made  significant 
contributions  to  the  year’s  achievements.  Operating 
earnings  for  the  department  store  companies  were 
up  10.5%  on  sales  of  $3.3  billion.  Department  stores 
provided  approximately  70%  of  both  sales  and 
operating  earnings.  Venture,  our  quality  discount 
store  company,  had  sales  of  $926.2  million  and 
achieved  a  14.3%  increase  in  operating  earnings. 
Volume  Shoe  increased  operating  earnings  by  31.9% 
and  reported  sales  of  $551.1  million,  remaining  one 
of  the  fastest-growing  retail  companies  in  the 
country.  And  May  Centers  had  operating  earnings 
of  $18.4  million,  an  increase  of  9.0%. 

Earnings  for  1984  reflect  a  10?  per  share  credit 
resulting  from  the  use  of  the  LIFO  method  of  inven¬ 
tory  valuation,  compared  with  a  LIFO  charge  of  3? 
per  share  in  1983. 

Sales  for  the  fourth  quarter  of  1984  were  a  record 
$1.6  billion,  up  13.7%  compared  to  the  similar 
quarter  last  year  and  up  9.2%  store-for-store.  Net 
earnings  for  the  quarter  were  also  a  record  $2.55 
per  share,  up  9.9%  from  $2.32  in  1983.  LIFO 
requirements  resulted  in  an  improvement  to  fourth 
quarter  earnings  of  17?  per  share,  compared  to  a  6? 
per  share  improvement  in  1983. 

Based  on  our  confidence  in  the  ongoing  success 
of  our  business  strategy  and  continued  growth  of 
May  Company,  a  three-for-two  stock  split  was  effec¬ 
tive  in  October  1984.  The  dividend  was  increased 
twice  during  the  year— to  $1.72  per  share,  annually, 
from  $1.60  following  the  stock  split— and,  before  that 
in  June  1984,  to  $1.60  per  share,  annually,  from 
$1.33,  together  a  29%  increase.  In  March  1985, 
the  Board  of  Directors  declared  a  9.3%  dividend 
increase  to  $1.88  per  share  effective  June  15, 1985, 
an  annual  rate  17.5%  over  that  in  place  last  June.  This 
is  the  tenth  consecutive  year  of  dividend  increases. 

In  March  1985,  May  acquired  from  Metropolitan 
Life  Insurance  Company  its  50%  interest  in 
Parklabrea,  making  May  the  sole  owner.  Parklabrea, 
a  178-acre  residential  and  commercial  development 
in  Los  Angeles,  includes  a  major  May  Company, 
California,  department  store.  The  transaction  repre¬ 
sents  an  attractive  investment  opportunity,  allowing 
the  company  to  enhance  the  property  for  residents 
and  tenants  while  generating  an  attractive  return. 
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The  May  Mission 

Significant  progress  has  been  made  toward  our 
mission  of  achieving  “Excellence  in  Retailing”— 
progress  which  is  reflected  in  the  year’s  performance. 
In  the  pages  that  follow,  we  have  outlined  some  of 
the  important  achievements  resulting  from  the  May 
Mission— in  our  merchandising  focus,  our  informa¬ 
tion  systems,  productivity  programs  and  in  our 
human  resources  activities. 

Supporting  these  advances  is  an  environment 
of  collaboration— between  store  companies  and 
corporate  offices,  between  merchandising  executives 
and  sales  support  associates— all  working  in  partner¬ 
ship  to  make  important  advances  for  our  company. 

Our  managers  at  all  levels  have  responded  to  the 
challenge  of  increasing  return  on  net  assets,  which 
has  led  to  increased  return  on  shareholders’  equity. 
We  are  proud  of  this  effort  and  the  attention  return 
on  net  assets  has  received  throughout  the 
organization. 

Equally  important  to  our  success  is  the  con¬ 
tinued  support  of  our  customers,  suppliers  and  our 
shareholders.  We  acknowledge  that  support  and 
express  gratitude  for  those  confidences. 

Financial  Position 

We  maintained  our  strong  financial  position  in  1984, 
using  cash  flow  to  invest  in  our  businesses  while 
maintaining  a  balance  sheet  that  is  one  of  the 
strongest  in  the  retail  industry.  As  part  of  our  stra¬ 
tegic  objectives,  we  are  focusing  on  maximizing  the 
return  from  all  of  our  assets. 

For  the  1984-1988  period,  capital  investments 
are  expected  to  total  approximately  $1.8  billion  for 
new  stores,  major  remodels  and  expense-savings 
projects.  This  aggressive  capital  expenditure  program 
both  anticipates  and  will  contribute  to  stepped-up 
growth  for  department  stores  as  well  as  continuing 
expansion  for  Venture  and  Volume  Shoe. 

The  May  Foundation 

Reflecting  our  commitment  to  the  communities  that 
we  serve,  the  company  also  increased  its  support 
of  worthy  causes  and  organizations  in  those  cities. 
Contributions  by  The  May  Stores  Foundation  and 
by  individual  store  companies  totaled  $3.8  million 
in  1984.  The  company  instituted  a  program  that 
matches  employee  contributions  to  higher  educa¬ 
tion,  the  arts,  and  cultural  organizations,  enabling 
us  to  support  agencies  that  are  important  to  our 
associates. 
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A  highlight  of  the  year  was  the  company’s  spon¬ 
sorship  of  the  Max  Beckmann  Retrospective,  an 
international  art  exhibit  appearing  in  Munich, 
Berlin,  St.  Louis  and  Los  Angeles.  The  exhibit  was 
sponsored  in  memory  of  our  former  chairman  and 
president,  Morton  D.  May— a  man  of  inspiration 
and  insight.  Mr.  May  was  the  largest  private  col¬ 
lector  of  art  by  this  important  German  Expressionist, 
and  the  collection  that  Mr.  May  bequeathed  to  The 
Saint  Louis  Art  Museum  formed  the  core  of  the 
exhibition.  More  than  370,000  people  toured  the 
exhibit  and  thousands  more  were  exposed  to  it 
through  numerous  newspaper  and  magazine  articles. 

Management  Changes 

Two  outstanding  May  executives  have  joined  the 
Board  of  Directors— Richard  L.  Battram,  vice 
chairman  of  the  company,  and  Jerome  T.  Loeb, 
executive  vice  president  and  chief  financial  officer. 
Both  executives  have  contributed  significantly  to 
the  company’s  success  during  their  long-service 
careers.  Their  contributions  as  directors  further 
strengthen  our  Board. 

Louis  Pozez,  the  former  chairman  and  chief 
executive  officer  of  Volume  Shoe  Corporation, 
retired  from  the  Board  of  Directors  in  November. 
He  was  elected  to  the  Board  in  1979  at  the  time  of 
the  merger  of  Volume  Shoe  Corporation  into  May 
Company.  Mr.  Pozez,  along  with  his  cousin,  Shaol 
Pozez,  formulated  and  developed  the  success  story 
which  is  Volume  Shoe.  Throughout  his  career, 

Mr.  Pozez  brought  significant  contributions  and 
standards  of  excellence  to  his  business  associations 
and  personal  endeavors.  His  counsel  has  left  a 
meaningful  impact  on  the  company;  his  friendship 
is  held  in  the  highest  regard. 


From  left  to  right,  Thomas  A. 
Hays  and  Allan  J.  Bloostein, 
vice  chairmen;  David  C.  Farrell, 
president,  and  Richard  L. 


Outlook 

Looking  ahead,  we  do  see  a  more  difficult  and  chal¬ 
lenging  retail  environment  in  1985  than  has  existed 
in  the  past  several  years.  Successfully  meeting  that 
challenge  will  require  clear  thinking,  well-thought- 
out  strategies,  aggressive  and  responsible  execution, 
and  a  strong,  capable  team  of  associates  focused  on 
success. 

We  believe  these  critical  ingredients  are  in 
place  at  May  and  give  our  company  an  important 
edge  toward  achieving  “Excellence  in  Retailing.” 


David  C.  Farrell 

President  and  Chief  Executive  Officer 


April  8, 1985 
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Progress  Toward  Excellence  in  Retailing 


In  past  reports,  the  May  Mission  of  “Excellence  in 
Retailing”  was  introduced  to  shareholders,  as  were 
the  accompanying  strategies  and  programs  to  achieve 
our  objectives.  Those  concepts  have  permeated  our 
culture;  the  resulting  programs  have  been  guiding 
our  associates  and  focusing  our  energies.  Important 
results  continue  to  emerge  from  the  process.  We 
have  increased  our  ability  to  generate  volume  and 
to  do  so  profitably.  This  resulted  in  record  sales 
and  earnings  for  fiscal  1984,  a  return  on  equity 
that  was  one  of  the  best  in  our  industry  and,  of 
significant  importance,  a  strong  store-for-store 
performance. 

Achieving  these  results  in  an  extremely  competi¬ 
tive  retail  atmosphere  and  against  ever-increasing 
standards  is  due  to  May  Mission  programs  and  May 
associates  who  fully  participate  in  the  spirit  of 
collaborative  partnership  to  make  important  things 
happen  for  our  company. 

Business  Planning 

In  1984,  May  showed  the  ability  to  score  merchan¬ 
dising  “direct  hits”  because  of  new  processes  used 
to  plan  our  business.  We  were  able  to  compete 
effectively  without  excessive  inventories  and  pro¬ 
motion  levels  because  major  volume  and  profit 
opportunities  were  identified  early  and  pursued 
aggressively.  Our  merchandise  strategy  was  focused 
to  gain  more  consistency  and  to  support  the  overall 
strategy  of  our  stores. 

A  major  development  was  the  Business  Planning 
program.  Implemented  for  Fall  1984  alter  a  year 
of  preparation  and  testing,  the  Business  Planning 
process  is  a  corporate-wide  means  of  developing 
clearly-defined  merchandise  strategies.  By  combin¬ 
ing  the  best  thinking  of  our  buyers,  divisional  and 
general  merchandise  managers,  and  store  company 
principals— in  partnership  with  May  Merchandising 
Corporation— our  merchandise  assortments  were 
more  focused  with  fewer  styles  in  a  more  disciplined 
vendor  structure  and  alignment  and  better  balanced 
price  points. 

Business  Planning  has  given  May  a  competitive 
edge  in  capitalizing  on  trends  and  ideas  so  critical 
to  our  day-to-day  success.  The  strength  of  this 
process  is  well  evidenced  by  the  company’s  perfor¬ 
mance  in  1984’s  competitive  environment. 

A  collaborative  planning  process  is  also  at  work 
through  numerous  task  forces  and  senior  manage¬ 
ment  committees  which  focus  on  major  strategy 
issues,  available  solutions  and  suggested  actions. 
We  have  made  significant  progress  in  achieving 
consistency  across  the  company  in  key  concepts 
and  ideas,  while  providing  for  important  differences 
within  each  of  our  store  companies. 
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The  collaborative  process  has  allowed  us  to 
incorporate  the  critical  components  of  retailing— 
the  key  merchandising  ideas  and  trends,  the  vendor 
structure  supporting  those,  the  key  volume  items, 
the  proper  price  lines  and  timing— into  cohesive 
strategies  and  plans  for  success. 

Better  Information 

To  support  the  planning  efforts,  we  have  developed 
better  systems  that  provide  our  merchants  with 
needed  merchandise  information.  A  key  to  capital¬ 
izing  on  emerging  trends  and  growth  opportunities 
is  having  timely,  accurate  information  on  which  to 
base  operating  decisions  and  strategic  plans. 

These  systems  provide  May  with  a  major  com¬ 
petitive  advantage,  allowing  us  to  move  swiftly  and 
effectively,  particularly  in  responding  to  the  fashion 
trend  aspect  of  our  business.  These  systems  also 
enable  us  to  manage  the  flow  of  merchandise  to 
consistently  present  customers  with  fresh  and  full 
assortments. 

New  monthly  and  quarterly  corporate  classifi¬ 
cation  sales  reports  give  better  information  to  detect 
emerging  trends  across  the  country.  Also  in  place 
are  new  reports  for  sales  and  on-order  by  vendor, 
enabling  us  to  best  capitalize  on  fast-moving  trends 
in  each  store  company,  and  sales  by  price  line, 
allowing  us  to  respond  to  customers’  buying 
preferences. 

A  weekly  classification  sales  report  quickly 
isolates  consumers’  shifting  buying  trends  for  each 
individual  store  location,  enabling  us  to  redirect 
inventories.  Supplementing  this  are  inventory  and 
on-order  reports  for  each  individual  store  to  assist 
in  further  inventory  refinements. 

The  focus  for  these  newly  developed  systems  and 
reports  is  on  action  rather  than  history,  and  report 
distribution  is  designed  to  direct  the  entire  organi¬ 
zation  toward  the  critical  objective  of  serving  our 
customers. 

Improved  Productivity 

A  key  strategy  toward  achieving  “Excellence  in 
Retailing”  is  improving  the  productivity  of  all  our 
assets.  This  includes  the  setting  of  disciplined  return 
on  net  asset  standards  for  new  stores  and  remodels, 
establishment  of  programs  to  solicit  and  manage  new 
credit  on  our  proprietary  credit  programs,  managing 
our  flow  of  merchandise,  and  developing  business 
plans  for  each  major  project  as  well  as  for  each 
of  our  shopping  centers. 

We  are  aggressively  pursuing  the  productivity 
of  our  department  and  discount  store  footage  through 
major  remodeling  and  reduction  of  space.  These 
programs  have  helped  to  produce  sales  per  square 
foot  increases  of  11.8%  in  1983  and  12.4%  in  1984 
for  our  department  stores,  and  increases  of  9.4% 

6  in  1983  and  9.6%  in  1984  for  our  Venture  stores. 
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The  performance  of  about  one-third  of  our  29 
million  department  store  square  feet  is  being  im¬ 
proved  through  these  two  programs:  one  which 
takes  stores  already  generating  high  sales  per  square 
foot  and  enhances  them  through  significant  reallo¬ 
cations  of  space,  and  another  which  trims  excess 
space  in  older  stores.  Projects  completed  to  date 
involve  about  four  million  square  feet. 

In  moving  the  performance  of  stores  already 
well  above  our  sales  per  square  foot  average  to  an 
even  higher  level,  we  are  combining  remodeling, 
the  use  of  more  effective  fixturing  and  the  allocation 
of  space  to  produce  even  better  sales.  Key  depart¬ 
ments  in  these  stores  are  being  expanded  to  highlight 
the  major  volume  areas  and  to  give  added  impact 
to  areas  offering  growth  opportunities. 

We  have  eliminated  about  2.7  million  square  feet 
in  stores  with  excess  square  footage.  Operating  costs 
have  been  reduced,  while  equal  or  better  sales 
volume  has  been  achieved.  An  added  bonus  is  the 
achievement  of  revenues  resulting  from  leasing 
much  of  the  vacated  space. 

Increased  attention  is  being  given  to  new  stores 
and  we  are  aggressively  reviewing  opportunities. 
Productivity  increases  are  key  criteria  in  planning 
all  new  retail  units— department  stores,  Venture 
stores  and  Volume  Shoe  stores.  Site  selection,  store 
size  and  store  configuration  play  significant  roles 
in  supporting  overall  strategy.  Additionally,  new 
store  performance  is  required  to  be  part  of  the 
business  plan  and  is  expected  to  meet  financial 
standards  tied  to  the  company’s  financial  goals. 

In  Washington,  D.C.,  a  new  275,000  square  foot 
downtown  store  for  Hecht’s— the  largest  downtown 
freestanding  department  store  constructed  since 
the  mid-1940s— will  open  in  the  Metro  Center 
development  in  Fall  1985. 

St.  Louis  Centre,  an  enclosed  four-level  down¬ 
town  mall,  will  open  in  July  1985.  St.  Louis  Centre 
will  link  the  Famous-Barr  store  with  another  major 
retailer  via  a  four-story,  two-block  long  mall  of  retail 
shops.  Famous-Barr’s  store,  located  in  the  heart  of 
the  downtown  business  district,  will  undergo  a  multi¬ 
million  dollar  refurbishment  on  the  four  floors 
connecting  to  St.  Louis  Centre. 

Additionally,  in  downtown  Los  Angeles,  May 
Company  will  open  a  new  store  in  Citicorp  Plaza 
in  Spring  1986.  The  132,000  square  foot  store,  which 
replaces  a  one  million  square  foot  store,  will  position 
May  Company,  California,  in  a  vibrant,  prime  loca¬ 
tion  in  the  Los  Angeles  business  district. 

Department  stores  are  continuing  the  successful 
strategy  of  entering  mid-size  markets,  as  exemplified 
by  new  stores  in  Peoria,  Ill.,  and  Joplin,  Mo.,  for 
Famous-Barr  and  the  new  Danbury,  Conn.,  store 
for  G.  Fox. 
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Venture  and  Volume  Shoe  are  also  selecting 
future  locations  through  a  strategic  process.  Venture 
has  targeted  its  expansion  within  a  500-mile  radius 
of  distribution  centers  in  metropolitan  Chicago  and 
St.  Louis  for  important  economies  of  scale  and 
operating  efficiencies.  Venture  is  also  carefully  tar¬ 
geting  new  locations  for  appropriate  demographics. 
Volume  Shoe  is  continuing  its  specialized  positioning 
of  stores  in  areas  which  meet  its  precisely  defined 
consumer  profile. 

Similarly,  May  Centers  is  focusing  on  pro¬ 
ductivity  of  shopping  centers  through  major  remodels 
and  expansions  within  the  malls.  The  addition  of 
major  co-anchors,  traffic-building  mall  occupants 
and  energized  shopping  environments  are  not  only 
adding  vibrance  to  the  malls,  but  also  are  benefiting 
the  May  stores  within  those  malls. 

Best  Talent 

To  support  the  company’s  continued  growth  and 
performance,  energy  has  focused  on  building  a  depth 
of  management  talent  throughout  our  company. 
Activities  in  compensation  programs,  performance 
appraisals,  executive  development  and  recruiting 
were  strengthened  and  expanded. 

A  compensation  system  was  developed  and  insti¬ 
tuted  which  is  more  accurately  tied  to  performance, 
position  responsibility  and  skill.  These  criteria 
have  been  standardized  across  the  company.  Our 
compensation  programs  now  include  significant 
incentives,  where  appropriate,  in  support  of  our 
corporate  philosophy:  superior  pay  for  superior 
performance. 

A  comprehensive  performance  appraisal  system, 
instituted  two  years  ago  in  the  merchandising  group, 
was  extended  to  most  of  the  organization  last  year. 
The  performance  appraisal  process  also  provides 
critical  links  among  performance  on  the  job,  com¬ 
pensation  increases,  and  consideration  for  future 
responsibilities. 

Our  executive  development  programs  further 
refine  the  way  we  develop  and  track  executives  for 
the  future.  These  programs,  introduced  in  1983, 
were  enhanced  during  1984  as  we  move  toward 
corporate-wide  training  and  development  standards 
for  all  our  executives. 

In  recruiting,  a  reorganized  and  consolidated 
staff  has  produced  improved  consistency  in  external 
recruiting  activities.  On  college  campuses,  effective 
recruiting  teams— representatives  from  our  retail 
organizations  and  the  corporate  staff— have  focused 
on  attracting  the  very  best  talent  from  the  finest 
campuses.  Our  compensation  levels  have  set  the 
standard  for  the  industry  and,  in  turn,  we  have 
recruited  bright  new  associates  who  will  become 
tomorrow’s  May  executives. 
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Review  of  Operations 


Each  of  our  business  segments  contributed  significantly  to  our 
14.5%  increase  in  1984  net  earnings,  which  were  a  record  $214.1 
million.  The  three  retail  segments  each  recorded  double-digit 
increases  in  operating  earnings.  This  was  accomplished  in  part 
by  achieving  store-for-store  sales  increases  significantly  in  ex¬ 
cess  of  inflation,  as  measured  by  the  Department  Stores  Inven¬ 
tory  Price  Index  published  by  the  Bureau  of  Labor  Statistics, 
which  increased  1.0%  in  1984.  These  results  are  summarized 
as  follows  and  detailed  in  the  business  segment  discussions 
below. 


Increase  vs. 

1983 

Operating 

Earnings 

Store-for- 
Store  Sales 

Department  stores 

10.5% 

7.5% 

Venture 

14.3 

5.5 

Volume  Shoe 

Real  estate 

31.9 

12.3 

11.9 

Note:  Fiscal  1984  included  53  weeks.  The  additional  week  did  not  materially  affect 
1984  earnings.  However,  in  order  to  provide  a  more  meaningful  year-over-year 
comparison,  all  sales  information  in  this  Review  of  Operations  is  presented  on  a 
comparable  52-week  basis. 

Operating  earnings  represent  LIFO  earnings  before  federal  and 
state  income  taxes,  net  interest  expense  and  corporate  expense. 
Store-for-store  sales  represent  sales  of  those  stores  open  during 
both  years.  Additional  information  by  business  segment  is 
presented  in  the  Six  Year  Summary  on  page  29. 

Venture  and  Volume  Shoe  earnings  growth  continues  to  be 
greater  than  that  of  the  department  stores  as  a  result  of  the 
fester  rate  of  expansion  in  these  operations  and  Venture’s  im¬ 
proved  return  on  sales.  These  trends  are  summarized  as  follows: 


Operating  Earnings 

Total  Sale9 

Five-Year 
Compound 
Growth  Rate 

Percent 
to  Total 
1984  1979 

Five-Year 
Compound 
Growth  Rate 

Percent 
to  Total 
1984  1979 

Department  store 

:s  8.3% 

70%  82% 

7.8% 

69%  763 

Venture 

43.5 

10  3 

12.1 

19  18 

Volume  Shoe 

22.4 

16  10 

23.9 

12  6 

Real  estate 

9.6 

4  5 

Department  Stores 

Record  sales  of  $3.2  billion  in  1984  were  reported  for  department 
stores,  an  increase  of  8.9%  from  1983  and  7.5%  on  a  store-for- 
store  basis.  Operating  earnings  were  $338.1  million  in  1984, 
also  a  record,  up  10.5%  from  $306.0  million  in  1983.  Return  on 
sales  in  1984  was  10.4%,  a  slight  increase  from  1983’s  10.3% 
and  .9  percentage  points  above  1982’s  return  on  sales  of  9.5%. 
Sales  growth  in  1984  resulted  in  operating  expense  rate  reduc¬ 
tions  which  offset  a  decline  in  gross  margin  associated  with  the 
year’s  highly  promotional  environment.  Return  on  beginning 
net  assets  increased  to  24.2%  from  22.8%  in  1983  and  about 
20%  in  prior  years,  based  upon  both  improved  return  on  sales 
and  significantly  improved  net  asset  turnover  in  the  last  two  years. 

In  Spring  1984,  May  D&F  opened  a  130,000  square  foot 
store  in  Colorado  Springs,  bringing  the  number  of  May  D&F 
stores  to  12  and  the  total  number  of  May  department  stores 
to  145. 
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Three  new  department  stores  will  open  in  Fall  1985.  Hecht’s, 
Washington,  D.C.,  will  relocate  its  current  downtown 
Washington,  D.C.,  location  to  a  newly  constructed  275,000 
square  foot  store  in  the  Metro  Center  urban  development. 

May  Co.,  California,  will  open  a  122,000  square  foot  store  in 
Montebello,  Calif.,  and  Famous-Barr  Co.,  St.  Louis,  will  open 
a  124,000  square  foot  store  in  Peoria,  Ill.  Peoria  represents  a 
new  market  for  Famous-Barr. 

In  February  1985,  Meier  &  Frank,  Portland,  Ore.,  expanded 
its  Washington  Square  store  adding  38,000  square  feet  of  retail 
space  and  is  remodeling  125,500  square  feet  of  existing  space. 
In  March  1985,  the  Century  III  store  of  Kaufinann’s,  Pittsburgh, 
was  expanded  by  36,500  square  feet  of  retail  space  and  74,000 
square  feet  of  existing  store  space  is  being  remodeled. 

The  1984-1988  expansion  plan  includes  24  new  department 
stores  with  approximately  3.3  million  net  square  feet  of  retail 
space.  Approximately  $300  million  will  be  invested  in  new 
department  stores  and  another  $200  million  in  remodels  and 
expansions  of  existing  stores. 

Two  chairmen  and  chief  executive  officers— Clarence  A. 
Randall  at  O’Neil’s,  Akron,  and  Fred  L.  Gronvall  at  Strouss, 
Youngstown— retired  during  the  year  after  41  and  17  years  of 
service,  respectively,  to  the  company.  Both  executives  con¬ 
tributed  significantly  to  the  outstanding  success  of  their  store 
companies.  May  Company’s  strong  management  core  comes 
from  its  ability  to  fill  critical  positions  primarily  from  within 
the  company.  Succeeding  these  outstanding  executives  are: 
Kenneth  F.  Sokol,  president  of  O’Neil’s,  who  has  the  added 
responsibility  of  chief  executive  officer:  Lonny  J.  Jay  as  chair¬ 
man  of  O’Neil’s  from  chairman  of  Famous-Barr ;  Larry  L. 
Mickley,  president  of  Strouss  to  the  additional  post  of  chief 
executive  officer;  and  John  J.  Rahilly  as  chairman  of  Strouss 
from  senior  vice  president,  finance  and  administration 
of  Strouss. 

In  addition,  Kenneth  L.  Wilkerson  was  promoted  to  chairman 
of  Famous-Barr  Co.,  St.  Louis,  from  senior  vice  president  and 
general  operations  manager  of  Famous-Barr;  Philip  G.  Otto  to 
chairman  of  Meier  &  Frank,  Portland,  Ore.,  from  executive 
vice  president,  administration  at  Venture;  Jerome  R.  Rossi  to 
chairman  of  G.  Fox  &  Co.,  Hartford,  from  senior  vice  president, 
finance  of  G.  Fox;  and  Gerald  A.  Sampson  to  chairman  of 
May  D&F,  Denver,  from  executive  vice  president,  finance  at 
Hecht’s,  Washington,  D.C. 

Venture 

Record  sales  of  $915.0  million  in  1984  were  reported  for  Venture, 
an  increase  of  17.6%  from  1983  and  5.5%  on  a  store-for-store 
basis.  Operating  earnings  were  also  a  record  at  $49.8  million  in 
1984,  up  14.3%  from  $43.6  million  in  1983.  Venture’s  return 
on  sales  in  1984  was  5.4%,  slightly  under  1983’s  5.6%,  but  well 
ahead  of  1982’s  4.5%.  Venture’s  1984  operating  earnings 
include  nonrecurring  expenses  of  $3.0  million  associated  with 
the  consolidation  and  relocation  of  its  apparel  buying  offices. 
Adjusting  for  this  item,  return  on  sales  would  have  been  5.8% 
in  1984.  Venture’s  return  on  beginning  net  assets  increased  to 
19.4%  from  1983’s  19.0%,  both  substantially  ahead  of  1982’s 
14.4%,  based  upon  return  on  sales  and  net  asset  turnover 
improvements. 
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During  1984,  six  new  Venture  stores  opened  with  approxi¬ 
mately  600,000  square  feet  of  retail  space:  two  in  the  Chicago 
market  areas  of  Joliet  and  Naperville,  Ill.,  and  four  in  the  new 
market  areas  of  Champaign,  Ill.,  Topeka,  Kan.,  Fort  Smith,  Ark., 
and  Cape  Girardeau,  Mo. 

In  1985,  Venture  will  open  five  new  stores— two  in  Missouri 
and  three  in  Illinois— adding  approximately  500,000  square  feet 
of  retail  space.  In  March,  stores  opened  in  Bridgeton,  Mo.,  and 
Rockford,  Ill.  Opening  in  April  is  a  store  in  Elgin,  Ill.,  in  the 
Chicago  market.  Store  openings  planned  for  Fall  1985  are 
St.  Joseph,  Mo.,  in  the  Kansas  City  market,  and  Mundelein,  Ill., 
in  the  Chicago  market.  By  year-end,  Venture  will  have  62  stores. 

Venture’s  aggressive  expansion  program  for  1984-1988  will 
add  32  new  stores  and  approximately  three  million  square  feet 
of  retail  space.  Approximately  $175  million  will  be  invested  in 
these  new  stores  and  about  $30  million  is  planned  for  store 
remodels. 

Volume  Shoe 

Sales  of  a  record  $543.4  million  in  1984  were  reported  for  Volume 
Shoe,  an  increase  of  27.8%  from  1983  and  11.9%  on  a  store- 
for-store  basis.  Record  operating  earnings  were  $77.6  million  in 
1984,  up  31.9%  from  $58.8  million  in  1983.  Return  on  sales 
was  14.3%  in  1984  compared  with  13.8%  and  13.0%  in  1983 
and  1982,  respectively.  The  improvement  in  return  on  sales 
has  resulted  primarily  from  improved  gross  margins.  Return 
on  beginning  net  assets  was  33.1%  in  1984  compared  to  26.6% 
and  22.9%  in  1983  and  1982,  respectively,  as  a  result  of  the 
return  on  sales  improvement  and  greatly  increased  net  asset 
turnover,  the  latter,  in  part,  because  beginning  net  assets  do 
not  reflect  the  significant  increase  in  new  store  openings  in  1984. 

In  1984,  Volume  Shoe  continued  its  rapid  growth,  opening 
273  net  new  Payless  ShoeSource  stores,  101  of  which  were 
acquired.  These  stores  represent  approximately  800,000  square 
feet  of  additional  retail  space  and  are  located  primarily  in  the 
West,  Southwest  and  Eastern  regions.  Volume  Shoe  entered 

Sales  and  Building  Area  by  Retail  Division 


May  Co.,  California 
Hecht’s,  Washington,  D.C. 
Famous-Barr  Co.,  St.  Louis 
Kaufmann’s,  Pittsburgh 
May  Co.,  Cleveland 
Meier  &  Frank,  Portland,  Ore. 
G.  Fox  &  Co.,  Hartford 
May  D&F,  Denver 
O’Neil’s,  Akron 
Strouss.  Youngstown 
May-Cohens,  Jacksonville 
Total  department  stores 
Venture 

Volume  Shoe _ 

Total  retail  operations 


Sales  in 
Millions  of 
Dollars 
52Weeks 


8  786.4 
531.9 


327.4 

229.7 
211.0 
193.0 
177.6 

165.8 
92.6 


3,235.7 

915.0 

543.4 


84,694.1 


•Building  area  includes  approximately  180,000  square  feet  for  the 
University  Hills  store  which  was  closed  from  November  23, 1983,  to 
February  8, 1984,  due  to  a  fire. 


the  Philadelphia,  Washington,  D.C.  and  Baltimore  markets  for 
the  first  time  in  1984,  operating  27  stores  in  those  areas  at 
year-end,  and  also  opened  a  regional  office  in  Baltimore.  In 
addition  to  Maryland,  new  states  added  in  1984  for  Volume  Shoe 
were  New  Jersey,  Virginia  and  West  Virginia. 

Contributing  to  Volume  Shoe’s  accelerated  expansion  in 
1984  were  acquisitions  of  75  store  sites  from  HRT  Industries, 
most  of  which  are  in  California,  and  26  sites  from  Craddock-Terry, 
Inc.,  which  include  11  stores  in  Philadelphia,  Washington,  D.C. 
and  Baltimore.  These  sites  have  been  converted  to  the  Payless 
ShoeSource  format. 

During  1985,  Volume  Shoe  plans  to  add  200  net  new  stores 
with  approximately  600,000  square  feet  of  retail  space  in  both 
new  and  existing  markets.  The  1984-1988  plan  calls  for  a  gross 
capital  investment,  including  operating  lease  equivalents,  of 
approximately  $500  million  to  add  about  1,000  net  new  stores 
with  three  million  square  feet  of  retail  space. 

In  January,  Harry  Berger,  president  and  chief  executive 
officer  of  Volume  Shoe  since  1982,  was  named  chairman  of 
Volume  Shoe’s  Executive  Committee  until  his  retirement  in 
1986.  Mr.  Berger  is  a  veteran  of  44  years  in  the  shoe  industry, 
including  14  years  with  Volume  Shoe  where  he  has  been  an 
important  contributor  to  Volume  Shoe’s  success.  Dale  W. 
Hilpert,  chairman  of  Volume  Shoe,  was  named  to  the  additional 
post  of  chief  executive  officer,  and  Richard  A.  Jolosky  was 
named  president  from  executive  vice  president,  merchandising 
of  Volume  Shoe. 


1984 


Building 
Area  in 


ofSq.Ft. 


7,345 

4,214 

3,931 

2,679 

2,774 

1,837 

1,585 

1,703 

1,448 

1,052 

663 


Number 

of 

Stores 

34 

23 

16 

11 

10 

7 

8 
12 
10 

8 

_ 6 


_ 1983 

Building 

Sales  in  Area  in  Number 

Millions  of  Thousands  of 

Dollars  ofSq.Ft. _ Stores 

8  725.1  7,670  34 

477.3  4,214  23 

415.5  3,966  16 

301.4  2,679  11 

211.4  2,774  10 

203.5  1,837  7 

173.2  1,929  8 

148.0  1,570*  11 

155.6  1,759  10 

91.8  1,052  8 

67.5 _ 663 _ 6 


29,231  145  2,970.3  30,113  144 

6,568  57  777.8  5,960  51 

5,725 _ U62 _  425.2  4,850  1,389 


41,524  1,864  84,173.3  40,923  1,584 
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May  Centers 

May  Centers’  operating  earnings  were  $18.9  million  in  1984,  an 
increase  of  12.3%  from  $16.8  million  in  1983.  Rental  revenues 
as  reported  increased  4.3%  to  $18.4  million  in  1984  from 
$17.6  million  in  1983.  However,  rental  revenues  including  100% 
of  those  attributable  to  affiliated  real  estate  partnerships  were  a 
record  $132.0  million  in  1984,  up  11.2%  from  $118.7  million 
in  1983. 

May  Centers  wholly  owns  and  operates  five  shopping  centers; 
has  partnership  interests  in  and  operates  another  18;  and  has 
limited  partnership  interests  in  two  others.  May  Centers  also 
has  interests  in  office  and  residential  properties. 

A  summary  of  the  properties  in  which  May  Centers  has  an 
interest  is  as  follows: 


Shoppii 

ng  Centers 

Wholly 

Partner- 

(millions) 

Owned 

Parklabrea 

Total 

February  2, 1985 

Properties,  at  cost 

$91.7 

$521.8 

$77.9 

$691.4 

Accumulated  depreciation 

(19.7) 

(85.6) 

(38.5) 

(143.8) 

Net  book  value  of 

properties 

72.0 

436.2 

39.4 

547.6 

Notes  payable  ($451.5 

non-recourse) 

(63.4) 

(430.8) 

(52.0) 

(546.2) 

Other  assets,  net,  and 

minority  interests 

9.2 

1.9 

11.1 

22.2 

May  Centers’ 

equity  investment 

$17.8 

$  7.3 

$(1.5) 

$  23.6 

Gross  leasable  retail 

sq.  ft.  (thousands) 

1,436 

5,430 

6,866 

Note:  At  year-end  1984,  May  Centers  had  a  50%  interest  in  Parklabrea,  and  an 
aggregate  interest  in  shopping  center  partnerships  of  about  46%. 


Notes  payable  of  May  Centers  included  $29.1  million  payable 
to  the  parent  at  February  2, 1985. 

May  Centers  operations  have  grown  significantly  during  the 
last  five  years.  The  cost  and  net  book  value  of  properties  has 
increased  from  $302.3  and  $223.0  million,  respectively,  and 
gross  leasable  retail  square  feet  from  5.2  million  since  1979. 

Remodeling  and  expansion  continue  to  be  important  strat¬ 
egies  for  May  Centers.  In  1984,  Topanga  Plaza  in  Los  Angeles 
was  expanded  and  redesigned  to  include  a  150,000  square  foot 
fashion  specialty  store  and  a  25,000  square  foot  food  court. 

In  addition,  space  for  40  new  fashion  shops  and  boutiques 
was  remodeled. 

Montgomery  Mall  in  Bethesda,  Md.,  was  expanded  and 
remodeled  to  include  32,000  square  feet  for  restaurants,  a  food 
court,  movie  theater  and  specialty  arcade  shops.  Also  in  1984, 
West  Park  Mall  in  Cape  Girardeau,  Mo.,  was  expanded  to  include 
a  Venture  store  and  other  shops. 


In  March  1985,  the  company  acquired  Metropolitan  Life 
Insurance  Company’s  50%  interest  in  Parklabrea  Associates, 
in  which  May  Centers  and  Metropolitan  were  equal  partners. 
Parklabrea  is  a  178-acre  commercial  and  residential  develop¬ 
ment  in  downtown  Los  Angeles,  encompassing  4,253  apart¬ 
ments,  a  90,000  square  foot  shopping  center  and  May  Company’s 
Wilshire  department  store. 

Construction  continues  on  St.  Louis  Centre  in  downtown 
St.  Louis,  which  will  connect  the  Famous-Barr  flagship  store 
and  another  major  retailer  with  a  four-level  mall  of  shops, 
boutiques  and  restaurants  and  a  21-story  office  tower.  Com¬ 
pletion  of  the  shopping  mall  is  expected  in  July  1985;  the 
office  tower  is  scheduled  for  completion  in  1986.  St.  Louis 
Centre,  located  in  the  central  downtown  business  district,  is 
one  of  the  most  important  developments  in  recent  years  con¬ 
tributing  to  the  revitalization  of  downtown  St.  Louis.  Through 
a  subsidiary,  May  Centers  has  a  limited  partnership  interest  in 
St.  Louis  Centre. 

Scheduled  for  completion  in  1986  is  the  conversion  of  the 
former  ParKington  Shopping  Center  in  Arlington,  Va.,  to 
Ballston  Common,  a  mixed  use  urban  development.  Anchored 
by  a  remodeled  Hecht’s  store  and  another  major  retailer, 
Ballston  Common  will  feature  125  stores  in  a  230,000  square 
foot  enclosed  mall  and  a  175,000  square  foot,  nine-story  office 
tower.  May  Centers  has  a  limited  partnership  interest  in  the 
Ballston  Common  joint  venture,  and  is  developing  and 
managing  the  project. 

Also  planned  for  completion  in  1986  is  North  County  Fair, 
a  1.3  million  square  foot  development  in  Escondido,  Calif. 
North  County  Fair  will  feature  six  major  retailers  including  a 
May  Co.,  California,  store  and  180  mall  stores,  making  it  one  of 
the  largest  retail  centers  in  San  Diego  County.  May  Centers  has 
a  limited  partnership  interest  in  and  will  manage  the  project. 
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Review  of  Financial  Condition 


Return  on  Equity 

Our  objective  is  to  sustain  performance  which  places  our  return 
on  beginning  common  shareholders’  equity  within  the  top 
quartile  of  the  retail  industry.  Our  1984  return  on  common 
shareholders’  beginning  equity  of  18.5%  is  one  of  the  best  in 
our  industry,  as  it  was  in  1983  at  18.1%. 

Capital  Structure 

Our  strong  balance  sheet  reflects  a  capital  structure  which 
supports  our  objective  to  generate  superior  shareholder  returns, 
to  assure  access  to  capital  at  all  times  and  to  minimize  the  cost 
of  capital. 

Total  debt,  which  includes  long-  and  short-term  debt,  redeem¬ 
able  preferred  stock  and  the  capitalized  value  of  all  leases, 
including  operating  leases,  was  37%  of  capitalization  at  1984 
year-end,  compared  with  38%  and  42%  in  1983  and  1982, 
respectively.  Capitalization  includes  debt,  non-current  deferred 
taxes,  deferred  ITC  and  common  shareholders’  equity.  This  ratio 
has  decreased  since  1982  based  on  our  strong  earnings  and 
cash  flow  combining  with  working  capital  management  to  allow 
substantial  new  capital  investment,  but  with  debt  growing"  more 
slowly  than  shareholders’  equity.  Our  bonds  are  rated  AA  by 
Standard  &  Poor’s  Corporation  and  A-l  by  Moody’s  Investors 
Service,  Inc. 

Consistent  with  our  definition  of  capital,  we  define  fixed 
charges  to  include  gross  interest  expense,  total  rent  expense, 
and  pretax  requirements  for  dividends  on  preferred  stock. 
Coverage  of  these  charges  was  4.  lx  in  1984  compared  to  3.9x 
and  3.4x  in  1983  and  1982,  respectively.  These  levels  of  debt-to- 
capitalization  and  fixed  charge  coverage  provide  the  company 
considerable  financial  flexibility. 

Our  commercial  paper  is  rated  A-14-  and  P-1  by  Standard  & 
Poor’s  and  Moody’s,  respectively.  The  company  uses  short-term 
debt  primarily  to  finance  seasonal  requirements  and  had  no 
short-term  debt  outstanding  at  any  of  the  last  three  fiscal 
year-ends. 

Cash  Flow 

Cash  flow  increased  to  $330  million  from  $299  million  in  1983, 
and  was  6.9%  of  revenues.  Cash  flow  as  a  percent  of  revenues 
was  7.1%  in  1983  and  6.8%  in  1982  and  is  among  the  highest 
in  the  industry. 


Capital  Expenditures 

Return  on  net  assets  is  used  as  the  principal  measure  of  the 
effectiveness  of  capital  investments.  We  are  emphasizing  pro¬ 
ductivity  and  increased  sales  per  square  foot  by  aggressively 
investing  in  new  stores  and  new  merchandise  information 
systems.  We  are  also  investing  capital  to  enhance  the  performance 
of  highly  successful  stores  through  remodels  and  space  reallo¬ 
cations,  and  elimination  of  excess  space  in  older  stores.  These 
programs,  begun  aggressively  three  years  ago  and  discussed 
earlier  in  this  report,  have  significantly  improved  our  sales 
productivity  as  indicated  in  the  following  table  which  is  based 
upon  average  building  area: 


Sales  Per  Squa 

re  Foot 

1984 

1983 

1982 

1981 

Department  stores 

8109 

8  98 

8  88 

8  85 

Venture 

146 

135 

123 

115 

Volume  Shoe 

100 

94 

77 

69 

Total  retail 

8113 

8103 

8  91 

8  87 

Capital  expenditures  in  1985  will  approximate  $360  million 
( including  about  $60  million  capital  value  of  new  operating 
leases  principally  for  Volume  Shoe)  and  are  planned  at  $1.8 
billion  ( including  $340  million  capital  value  of  new  operating 
leases)  for  the  1984-1988  period.  Internal  cash  flow  will  be  used 
to  finance  the  majority  of  these  requirements.  The  company  has 
a  shelf  registration  statement  filed  with  the  Securities  and 
Exchange  Commission  which  would  enable  it  to  sell  up  to 
$150  million  in  additional  debt  securities. 

Real  Estate 

The  company’s  real  estate  strategies  augment  our  strong  financial 
condition  and  enhance  cash  flow.  It  is  our  policy  to  own,  to 
the  extent  possible,  the  assets  required  to  conduct  our  depart¬ 
ment  store  and  Venture  operations.  May  Centers’  asset  values 
and  investments  provide  the  company  with  unique  resources 
and  many  opportunities  for  future  investment  and  growth. 

Dividends 

The  dividend  rate  at  year-end  has  increased  at  a  compound 
growth  rate  of  13.1%  in  the  five-year  period  1979  to  1984,  in 
line  with  our  policy  of  increasing  dividends  at  a  rate  which 
approximates  our  earnings  growth.  The  increase  in  the  annual 
dividend  rate  from  $1.72  to  $1.88  per  share,  first  payable  in 
June  1985,  represents  our  tenth  consecutive  annual  dividend 
increase  and  eleventh  increase  during  that  period. 
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Management’s  Responsibility  and  Auditors’  Report 


Report  of  Management 

Primary  responsibility  for  the  integrity  and  objectivity  of  the 
financial  information  presented  in  this  annual  report  rests  with 
management  of  the  company.  The  financial  statements  in  this 
report  have  been  prepared  in  conformity  with  generally  accepted 
accounting  principles.  Where  necessary  and  appropriate, 
certain  estimates  and  judgments  have  been  applied,  based  on 
currently  available  information  and  management’s  view  of 
current  conditions  and  circumstances.  Management  uses  the 
services  of  specialists  within  and  outside  the  company  in  making 
such  estimates  and  judgments. 

Management  maintains  a  system  of  accounting  and  controls 
to  provide  reasonable  assurance  that  assets  are  safeguarded 
against  loss  from  unauthorized  use  or  disposition  and  that 
accounting  records  provide  a  reliable  basis  for  the  preparation 
of  financial  statements.  The  system  of  controls  includes  the 
careful  selection  of  people,  a  division  of  responsibilities  and 
the  application  of  formal  policies  and  procedures  that  are  con¬ 
sistent  with  high  standards  of  accounting  and  administrative 
practices.  An  important  element  of  this  system  is  a  compre¬ 
hensive  internal  audit  program. 

Management  continually  reviews,  modifies  and  improves  its 
systems  of  accounting  and  controls  in  response  to  changes  in 
business  conditions  and  operations  and  to  recommendations  in 
the  reports  prepared  by  the  independent  public  accountants 
and  internal  auditors.  Management  believes  that  the  accounting 
and  control  systems  provide  reasonable  assurance  that  assets 
are  safeguarded  and  financial  information  is  reliable. 

Management  believes  that  it  is  essential  for  the  company  to 
conduct  its  business  affairs  in  accordance  with  the  highest 
ethical  standards  and  in  conformity  with  the  law. 


Audit  Committee  of  the  Hoard  of  Directors 
The  Board  of  Directors,  through  the  activities  of  its  Audit 
Committee,  participates  in  the  reporting  of  financial  information 
by  the  company.  The  committee  meets  regularly  with  manage¬ 
ment,  the  internal  auditors  and  representatives  of  the  company’s 
independent  public  accountants.  The  committee  met  three 
times  during  1984  and  reviewed  the  scope,  timing  and  fees  of 
the  annual  audit  and  the  results  of  audit  examinations  com¬ 
pleted  by  the  internal  auditors  and  independent  public  accoun¬ 
tants,  including  the  recommendations  to  improve  certain 
internal  controls  and  the  follow-up  reports  prepared  by  manage¬ 
ment.  Representatives  of  the  independent  public  accountants 
and  the  internal  auditors  have  free  access  to  the  committee 
and  the  Board  of  Directors  and  attend  each  meeting  of  the 
committee. 

The  members  of  the  Audit  Committee  are  Richard  R.  Shinn 
(chairman),  Edward  H.  Meyer,  Russell  E.  Palmer,  William  R 
Stiritz,  J.S.  Webb  and  Murray  L.  Weidenbaum. 

The  Audit  Committee  reports  the  results  of  its  activities  to 
the  full  Board  of  Directors. 

Auditors’  Report 

Arthur  Andersen  &  Co. 

To  the  Board  of  Directors  and  Shareholders  of  The  May 
Department  Stores  Company: 

We  have  examined  the  consolidated  balance  sheet  of  The  May 
Department  Stores  Company  (a  New  York  corporation)  and 
subsidiaries  as  of  February  2, 1985,  and  January  28, 1984,  and 
the  related  statements  of  earnings,  common  shareholders’  equity 
and  changes  in  financial  position  for  each  of  the  three  fiscal 
years  in  the  period  ended  February  2, 1985.  Our  examinations 
were  made  in  accordance  with  generally  accepted  auditing 
standards  and,  accordingly,  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  considered 
necessary  in  the  circumstances. 

In  our  opinion,  the  financial  statements  referred  to  above 
present  fairly  the  financial  position  of  The  May  Department 
Stores  Company  and  subsidiaries  as  of  February  2, 1985,  and 
January  28, 1984,  and  the  results  of  their  operations  and  the 
changes  in  their  financial  position  for  each  of  the  three  fiscal 
years  in  the  period  ended  February  2, 1985,  in  conformity  with 
generally  accepted  accounting  principles  applied  on  a  consistent 
basis. 

Arthur  Andersen  &  Co. 

St.  Louis,  Mo., 

March  20, 1985. 
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Consolidated  Statement  of  Earnings 

The  May  Department  Stores  Company  and  Subsidiaries 

1984 

1983 

1982 

(millions,  except  per  share) 

53  Weeks 

52  Weeks 

52  Weeks 

Net  Retail  Sales  and  Rental  Revenues 

$4,762.4 

$4,190.9 

$3,634.1 

Cost  and  Expenses: 

Cost  of  merchandise  sold,  including  occupancy  and  buying  costs 

3,366.5 

2,956.8 

2,580.4 

Selling,  general  and  administrative  and  other  expenses 

959.7 

851.9 

750.6 

Interest  expense,  net 

41.5 

41.7 

42.7 

4,367.7 

3,850.4 

3,373.7 

Earnings  before  income  taxes 

394.7 

340.5 

260.4 

Provision  for  income  taxes 

180.6 

153.5. 

118.7 

Net  Earnings 

$  214.1 

$  187.0 

$  141.7 

Net  Earnings  Per  Common  Share 

$  4.96 

$  4.32 

$  3.25 

See  the  Summary  of  Significant  Accounting  Policies  and 
Notes  to  Consolidated  Financial  Statements. 
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Consolidated  Balance  Sheet 


The  May  Department  Stores  Company  and  Subsidiaries 


(millions,  except  number  of  shares) 

February  2, 1985 

January  28, 1984 

Assets 

Current  Assets: 

Cash  (including  marketable  securities  of  $96.1  and  $163.8,  remectively) 

$  140.4 

$  216.9 

Accounts  receivable,  net 

983.4 

920.3 

Merchandise  inventories  (net  of  accumulated  LIFO  provision 

of  $130.9  and  $139.6,  respectively) 

687.2 

567.3 

Other  current  assets 

21.4 

24.8 

Total  Current  Assets 

1,832.4 

1,729.3 

Property  and  Equipment: 

Land 

81.0 

76.7 

Buildings  and  building  equipment 

924.9 

856.0 

Furniture,  fixtures  and  equipment 

724.0 

654.7 

Property  under  capital  leases 

78.2 

81.6 

1,808.1 

1,669.0 

Accumulated  depreciation 

(652.0) 

(617.5) 

1,156.1 

1,051.5 

Other  Assets 

58.2 

64.1 

Total  Assets 

$3,046.7 

$2,844.9 

Liabilities  and  Common  Shareholders’  Equity 

Current  Liabilities: 

Current  maturities  of  long-term  debt 

Accounts  payable 

Accrued  expenses 

Income  taxes— currently  payable 
—deferred 

$  26.0 

431.2 

233.8 

73.6 

145.1 

$  18.4 

400.6 
210.0 
56.1 
136.2 

Total  Current  Liabilities 

909.7 

821.3 

Long-term  Debt  and  Capitalized  Lease  Obligations 

532.9 

562.8 

Deferred  Income  Taxes 

139.1 

132.7 

Deferred  Investment  Tax  Credit 

39.5 

37.4 

Other  Liabilities 

59.5 

52.4 

Unrealized  Appreciation— Real  Estate  Partnership 

76.8 

79.8 

Common  Shareholders’  Equity: 

Common  stock 

71.7 

48.1 

Additional  paid-in  capital 

.8 

15.7 

Retained  earnings 

1,216.7 

1,094.7 

1,289.2 

1,158.5 

Total  Liabilities  and  Common  Shareholders’  Equity 

$3,046.7 

$2,844.9 

Common  stock  has  a  par  value  of  $1.66%  per  share  and  100,000,000 
shares  are  authorized.  At  February  2, 1985, 44,492,549  shares  were 
issued  and  43,003,269  shares  were  outstanding. 


See  the  Summary  of  Significant  Accounting  Policies  and 
Notes  to  Consolidated  Financial  Statements. 

18 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


Consolidated  Statement  of  Changes  in  Financial  Position 


The  May  Department  Stores  Company  and  Subsidiaries 


1984 

1983 

1982 

(millions) 

53  Weeks 

52  Weeks 

52  Weeks 

Cash  Provided: 

Net  earnings 

$214.1 

$187.0 

$141.7 

Expenses  not  requiring  the  outlay  of  cash: 

Depreciation  and  amortization 

108.9 

99.1 

88.5 

Deferred  income  taxes  (noncurrent),  employee  benefits  and  ITC 

15.6 

19.0 

21.7 

Earnings  of  affiliated  real  estate  partnerships 

(8.4) 

(5.9) 

(3.1) 

Cash  from  operations 

330.2 

299.2 

248.8 

Cash  Used: 

Capital  investments: 

Property  and  equipment  additions 

225.1 

178.8 

158.8 

Disposition  of  property  and  equipment 

(11.6) 

(26.3) 

(16.6) 

Working  capital,  excluding  cash,  marketable  securities  and  short-term  debt* 

98.8 

27.6 

28.8 

Distributions  from  affiliated  real  estate  partnerships 

(18.8) 

(3.2) 

(3.9) 

Disposition  of  investment  in  CDC 

— 

(12.4) 

— 

Other 

6.3 

(31.4) 

(10.6) 

299.8 

133.1 

156.5 

Cash  provided  by  operating  transactions 

30.4 

166.1 

92.3 

Financing  Transactions: 

Issuance  of  long-term  debt  and  capitalized  lease  obligations 

.6 

10.8 

106.7 

Repayments  of  long-term  debt  and  capitalized  lease  obligations 

(22.9) 

(38.4) 

(42.3) 

Repurchase  of  common  stock 

(38.4) 

(26.2) 

(29.6) 

Common  stock  issued  from  treasury 

22.5 

19.7 

18.8 

Other 

(•9) 

(1.7) 

(.6) 

Cash  provided  by  (used  for)  financing  transactions 

(39.1) 

(35.8) 

53.0 

Dividend  Payments 

67.8 

56.6 

52.4 

Increase  (Decrease)  in  Cash  and  Marketable  Securities 

(76.5) 

73.7 

92.9 

Cash  and  Marketable  Securities,  Beginning  of  lfear 

216.9 

143.2 

50.3 

Cash  and  Marketable  Securities,  End  of  Year 

$140.4 

$216.9 

$143.2 

*Comprised  of: 

Accounts  receivable,  net 

$  63.1 

$  81.5 

$  53.4 

Merchandise  inventories 

119.9 

52.2 

30.6 

Other  current  assets 

(3.4) 

3.7 

3.0 

Accounts  payable 

(30.6) 

(66.1) 

(33.7) 

Accrued  expenses 

(23.8) 

(33.8) 

(19.3) 

Income  taxes 

(26.4) 

(9.9) 

(5.2) 

$  98.8 

$  27.6 

$  28.8 

See  the  Summary  of  Significant  Accounting  Policies  and 
Notes  to  Consolidated  Financial  Statements. 
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Consolidated  Statement  of  Common  Shareholders’  Equity 

The  May  Department  Stores  Company  and  Subsidiaries 

(millions,  except  number  of  shares) 

Outstanding 
Common  Stock 
Number 

of  Shares  Dollars 

Additional 

Paid-In 

Capital 

Retained 

Earnings 

Common 

Share¬ 

holders’ 

Equity 

Balance  at  January  30, 1982 

28,980,391 

$48.3 

$30.6 

$  875.0 

$  953.9 

Net  earnings 

— 

— 

— 

141.7 

141.7 

Dividends  paid: 

Common  stock  ($1.79  per  share) 

— 

— 

— 

(52.1) 

(52.1) 

Preferred  stock 

— 

_ 

— 

(.3) 

(.3) 

Common  stock  issued  from  treasury  for: 

Contribution  to  Profit  Sharing  and  Savings  Plan 

203,591 

.4 

5.6 

— 

6.0 

Exercise  of  stock  options 

435,896 

.7 

11.9 

— 

12.6 

Restricted  stock  plan 

6,300 

— 

.2 

— 

.2 

Purchase  of  common  stock  for  treasury 

(785,600) 

(1.3) 

(28.3) 

— 

(29.6) 

Retirement  of  preferred  stock 

— 

— 

.7 

- 

.7 

Balance  at  January  29, 1983 

28,840,578 

48.1 

20.7 

964.3 

1,033.1 

Net  earnings 

— 

— 

— 

187.0 

187.0 

Dividends  paid: 

Common  stock  ($1.9514  per  share) 

— 

_ 

— 

(56.4) 

(56.4) 

Preferred  stock 

— 

— 

— 

(.2) 

(.2) 

Common  stock  issued  from  treasury  for: 

Contribution  to  Profit  Sharing  and  Savings  Plan 

81,161 

.1 

4.0 

— 

4.1 

Exercise  of  stock  options 

346,091 

.6 

12.3 

— 

12.9 

Restricted  stock  plan 

26,500 

— 

1.0 

— 

1.9 

Deferred  compensation  plan 

28,206 

.1 

.7 

— 

.8 

Purchase  of  common  stock  for  treasury 

(486,451) 

(.8) 

(25.4) 

— 

(26.2) 

Retirement  of  preferred  stock 

— 

— 

1.5 

1.5 

Balance  at  January  28, 1984 

28,836,085 

48.1 

15.7 

1,094.7 

1.158.5 

Net  earnings 

— 

— 

— 

214.1 

214.1 

Dividends  paid: 

Common  stock  ( $1.5614  per  share) 

— 

— 

— 

i67.6) 

(67.6) 

Preferred  stock 

— 

— 

— 

(.2) 

(.2) 

Three-for-two  stock  split: 

Shares  issued 

14,825,513 

24.7 

— 

(25.0) 

(.3) 

Shares  held  in  treasury 

(461,979) 

(-7) 

— 

.7 

Common  stock  issued  from  treasury  for: 

Contribution  to  Profit  Sharing  and  Savings  Plan 

141,917 

.2 

6.6 

— 

6.8 

Exercise  of  stock  options 

318,065 

.5 

10.3 

— 

10.8 

Contribution  to  MAYSOP 

51,844 

.1 

2.0 

— 

2.1 

Restricted  stock  plan 

35,225 

.1 

2.0 

— 

2.1 

Deferred  compensation  plan 

31,599 

— 

.7 

— 

.7 

Purchase  of  common  stock  for  treasury 

(775,000) 

(1.3) 

(37.1) 

— 

(38.4) 

Retirement  of  preferred  stock 

— 

— 

.6 

— 

.6 

Balance  at  February  2, 1985 

43,003,269 

$71.7 

$  .8 

$1,216.7 

$1,289.2 

All  share  and  per  share  amounts  for  fiscal  years  1983  and  1982  Outstanding  common  shares  exclude  shares  held  in 

are  presented  above  on  a  basis  prior  to  the  three-for-two  stock  treasury  of  1,489,280  at  February  2, 1985,  1,246,426  shares 

split  effective  October  3, 1984.  at  January  28, 1984,  and  1,239,687  at  January  29, 1983. 


See  the  Summary  of  Significant  Accounting  Policies  and 
Notes  to  Consolidated  Financial  Statements. 
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Summary  of  Significant  Accounting  Policies 


fecal  Yea” 

The  company's  fiscal  year  ends  on  the  Saturday  closest  to 
January  31 ,  Fiscal  year  1984  ended  on  February  2,  1985,  and 
included  53  weeks.  Fiscal  years  1983  and  1982  ended  on 
January  28,  1984,  and  January  29,  1983,  respectively,  and  each 
included  52  weeks. 

Basis  of  Reporting 

The  consolidated  financial  statements  include  the  accounts  of 
the  company  and  all  wholly  owned  subsidiaries.  References  to 
the  “company”  refer  to  the  company  and  its  wholly  owned 
subsidiaries. 

Marketable  Securities 

Marketable  securities  are  stated  at  cost,  which  approximates 
market. 

Sales  and  Accounts  Receivable 

Sales  include  merchandise,  services,  finance  charge  revenue 
from  customer  accounts  receivable,  and  sales  of  leased  and 
licensed  departments.  Sales  have  been  restated  to  exclude  sales 
of  Volume  Shoe’s  handbag  division  sold  in  July  1983,  Venture’s 
gas  stations,  and  the  Ohio  jeans  shops  closed  in  December 
1983,  and  also  to  reflect  Volume  Shoe’s  interim  sales  on  a  4-5-4 
br.sis  consistent  with  current  year’s  reporting.  Sales  are  net  of 
returns  and  exclude  sales  tax. 

In  accordance  with  trade  practice,  installments  maturing  in 
more  than  one  year  on  deferred  payment  accounts  receivable 
have  been  included  in  current  assets.  For  financial  reporting, 
profit  on  installment  sales  is  included  in  earnings  when  the 
sales  arc  made.  Foi  income  tax  purposes  the  company  uses 
the  installment  method  of  reporting  profit  on  installment  sales. 

Merchandise  Inventories 

Merchandise  inventories  are  valued  at  the  lower  of  cost  or 
market  as  determined  primarily  by  the  retail  method,  and  are 
stated  on  the  LIFO  (last-in,  first-out)  cost  basis  for  department 
stores  and  Venture  (84%  of  the  company’s  consolidated  in¬ 
ventories  in  1984,  85%  in  1983),  and  on  the  FIFO  (first-in, 
first-out)  cost  basis  for  all  other  inventories. 

Authorized  Shares  and  Stock  Split 

On  September  11,  1984,  shareholders  approved  an  increase  in 
the  number  of  authorized  shares  of  common  stock  from  60  to 
100  million  and  authorized  25  million  shares  of  a  new  class  of 
preferred  stock,  par  value  $ .50  per  share,  which  may  be  issued 
with  terms  and  conditions  determined  by  the  Board  of  Directors. 
The  Board  of  Directors  declared  a  three-for-two  common  stock 
split  effective  October  3,  1984.  All  share  and  per  share  infor¬ 
mation  has  been  restated  to  reflect  the  common  stock  split. 

Earnings  Per  Share 

Earnings  per  share  are  computed  by  dividing  net  earnings,  less 
preferred  dividends  earned,  by  the  average  common  shares 
outstanding  during  the  year,  as  adjusted  to  reflect  the  three-for- 
two  stock  split.  Common  stock  equivalents  would  not  materially 
dilute  earnings  per  share. 


Depreciation  and  Amortization 

Property  and  equipment  are  depreciated  on  a  straight-line  basis 
over  the  estimated  useful  lives.  Investments  in  properties 
under  capital  leases  and  leasehold  improvements  are  amortized 
over  the  shorter  of  their  useful  lives  or  related  lease  terms. 

Income  Taxes  and  Investment  Tax  Credit 
The  company  provides  income  taxes  currently  for  all  items 
included  in  the  consolidated  statement  of  earnings  regardless 
of  when  such  taxes  are  payable.  Deferred  taxes  arise  from  the 
recognition  of  revenue  and  expense  in  different  periods  for  tax 
and  financial  statement  purposes. 

Investment  tax  credits  are  deferred  and  amortized  over  the 
depreciable  lives  of  the  related  property. 

Preopening  Expenses 

Costs  associated  with  the  opening  of  new  stores  are  expensed 
during  the  year  incurred. 

Unrealized  Appreciation— Real  Estate  Partnership 

Unrealized  Appreciation— Real  Estate  Partnership  (at  date  of 
formation)  relates  to  the  real  estate  and  debt  transferred  to  a 
partnership  in  1980,  and  represents  the  real  estate  appreciation 
and  favorable  interest  rates  on  the  mortgage  debt  associated  with 
the  50%  interest  retained  and  the  portion  of  the  partnership 
debt  with  recourse  to  the  company.  This  appreciation  is  being 
amortized  into  earnings  by  the  company  over  the  lives  of  the 
related  assets,  the.maturities  of  the  related  debt,  or  upon 
disposition  of  the  partnership  assets.  The  amount  of  this 
amortization  was  $3.0,  $3.3  and  $3.5  million  in  1984, 1983 
and  1982,  respectively. 
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Notes  to  Consolidated  Financial  Statements 


Sales 

Sales  were  $4.74  billion  in  1984,  an  increase  of  13.7%  over  sales 
of  $4.17  billion  for  1983.  Sales  increases  by  business  segment 
for  1984  and  1983  were  as  follows: 


_ 1984  vs.  1983  1983  vs.  1982 

53  Weeks  52  Weeks 

Store-  Store-  Store- 

for-  for-  for- 

_ Total  Store  Total  Store  Total  Store 

Department  stores  10.0%  8.6%  8.9%  7.5%  12.5%  10.1% 

Venture  19.1  6.9  17.6  5.5  17.0  10.0 

Volume  Shoe _ 29.6  13.4  27.8  11.9  36.3  13.3 

Total  13.7%  8.7%  12.5%  7.6%  15.4%  10.3% 

Note:  Since  1984  was  a  53-week  year,  sales  are  also  shown  on  a  52-week  basis  for 
comparability. 

Store-for-store  sales  represent  sales  of  those  stores  open  during 
both  years.  Total  sales  reflect  the  opening  of  one  new  department 
store,  six  new  Venture  stores  and  273  net  new  Volume 
Shoe  stores. 

Additional  information  by  business  segment  is  presented  in 
the  Six  Year  Summary  on  pages  28  and  29. 

Sales  include  finance  charge  revenue  and  leased  and  licensed 
department  sales  as  follows: 


1984 

1983 

1982 

(millions) 

53  Weeks 

52  Weeks 

52  Weeks 

Finance  charge  revenue 

*127.1 

*115.2 

*  99.4 

Leased  and  licensed  department  sales 

210.6 

187.7 

163.4 

Cost  and  Expenses 

Cost  of  merchandise  sold,  including  occupancy  and  buying 
costs,  increased  slightly  in  relation  to  total  revenues,  and  was 
70.7%  of  total  revenues  in  1984,  70.6%  in  1983  and  71.0%  in 
1982.  The  increase  in  cost  of  goods  sold  in  1984  is  attributable 
to  a  decline  in  gross  margin  rate  resulting  from  the  highly  pro¬ 
motional  retail  environment,  substantially  oflset  by  a  LIFO 
credit  and  a  decrease  in  the  rate  of  occupancy  and  buying  costs. 
The  1983  improvement  was  a  result  of  a  lower  LIFO  provision 
and  increases  in  buying  costs  at  a  lesser  rate  than  sales. 

Selling,  general  and  administrative  and  other  expenses  as  a 
percent  of  total  revenues  were  20.1%,  20.2%  and  20.6%  in 
1984,  1983  and  1982,  respectively.  The  improved  operating 
expense  rate  in  1984  and  1983  reflects  improved  sales 
productivity  resulting  from  sales  increases  well  above  the 
inflation  rate  and  from  the  elimination  of  excess  space  and 
reallocation  of  selling  space.  These  improvements  were  partially 
oflset  by  an  increase  in  advertising  and  sales  promotion  costs 
which  were  $158.4,  $132.9  and  $115.4  million  in  1984, 1983 
and  1982,  respectively. 

Interest  Expense 

The  company  incurred  no  significant  long-term  borrowings  in 
1984  and  net  interest  expense  was  .9%  of  revenues  versus  1.0% 
in  1983  and  1.2%  in  1982. 


(millions) 

1984 

1983 

1982 

Interest  expense 

*62.3 

*62.7 

*62.2 

Interest  income 

(15.2) 

(15.3) 

(13.9) 

Capitalized  interest 

(5.6) 

(5.7) 

(5.6) 

Net  interest  expense 

*41.5 

*41.7 

*42.7 
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53rd  Week  Results 

Fiscal  1984  included  53  weeks.  However,  after  deduction  of 
related  operating  and  fixed  expenses,  the  additional  week  did  not 
materially  affect  1984  earnings.  The  expense  accruals  amounted 
to  $8.5  million  and  will  reduce  expenses  in  the  four  succeeding 
52-week  years. 

Retirement  and  Profit  Sharing 

The  company  and  its  subsidiaries,  except  Volume  Shoe,  have 
noncontributory  retirement  plans  covering  substantially  all 
employees  who  work  1,000  hours  or  more  per  year.  Actuarially 
determined  pension  costs  are  accrued  and  funded  on  an  annual 
basis,  including  the  amortization  of  prior  service  costs  over  30 
years. 

A  summary  of  the  combined  data  for  these  plans  as  of  the 
two  most  recent  actuarial  valuation  dates  is  presented  below. 


(millions)  Januar 

y  1,  1984 

January  1,  1983 

Actuarial  present  value  of  accumulated  benefits: 
Vested 

$101.6 

$  96.9 

Non-vested 

5.8 

5.0 

$107.4 

$101.9 

Net  assets  available  for  plan  benefits  at  market 

$118.7 

$108.6 

The  actuarial  present  value  of  accumulated  benefits  is  deter¬ 
mined  by  applying  actuarial  assumptions  to  adjust  accum¬ 
ulated  benefits  to  reflect  the  time  value  of  money  and  the 
probability  of  payment.  The  assumed  rate  of  return  used  in 
the  actuarial  computations  was  7.5%  in  1984  and  1983. 

The  company  has  unfunded  supplementary  pension  plans 
for  certain  employees.  The  liability  for  prior  service  costs,  which 
was  $6.4  million  as  of  January  1, 1984,  is  being  recognized  over 
30  years.  The  actuarial  present  value  of  accumulated  benefits 
under  these  plans  was  $5.7  million  at  January  1, 1984,  of  which 
$4.5  million  was  vested,  and  was  $5.2  million  at  January  1, 1983, 
of  which  $4.3  million  was  vested. 

The  company  has  a  contributory  profit  sharing  and  savings 
plan  in  which  all  employees  covered  by  the  retirement  plans  may 
participate.  The  plan  permits  employees  to  elect  that 
contributions  be  made  prior  to  federal  and  certain  other  income 
taxes  pursuant  to  section  401(k)  of  the  Internal  Revenue  Code. 
There  were  approximately  23,100  employees  participating  in 
the  profit  sharing  and  savings  plan  at  December  31, 1984.  The 
company’s  combined  expense  related  to  its  primary  retirement 
and  profit  sharing  and  savings  plans  is  limited  to  6V2%  of  net 
earnings,  as  defined.  Volume  Shoe  has  a  separate  profit  sharing 
plan  which  covers  all  Volume  Shoe  employees  who  work  1,000 
hours  or  more  per  year  and  who  have  attained  age  21. 

In  1983,  the  company  adopted  a  payroll-based  employee  stock 
ownership  plan  (MAYSOP)  covering  substantially  all  employees 
eligible  under  the  primary  retirement  and  profit  sharing  plans. 
This  plan  is  noncontributory  and  all  eligible  employees  are 
fully  vested  with  regard  to  their  share  of  the  company’s  annual  - 
contribution.  The  company  receives  a  federal  income  tax  credit 
equal  to  its  annual  contribution. 


Retirement  and  profit  sharing  expenses  for  the  last  three 
fiscal  years  are  summarized  as  follows: 


(millions) 

1984 

1983 

1982 

Retirement  plans: 
Primary  plans 

$12.3 

$11.1 

$  9.8 

Supplementary  plans 

1.4 

1.1 

1.1 

Profit  sharing  and  savin 
Primary  plan 

igs  plans: 

7.6 

6.9 

3.9 

Volume  Shoe  plan 

2.0 

1.5 

.9 

MAYSOP 

2.7 

2.5 

— 

Total 

$26.0 

$23.1 

$15.7 

Another  important  element  in  the  retirement  program  for 
employees  is  the  federal  social  security  system  into  which  the 
company  paid  $53.0  million  in  1984  as  its  matching  portion  of 
the  $53.0  million  contributed  by  its  employees. 

Taxes 

The  differences  between  the  statutory  federal  income  tax  rate 
and  the  effective  income  tax  rates  for  the  last  three  fiscal  years 
were  as  follows: 

_ 1984  1983  1982 

Statutory  federal  income  tax  rate  46.0%  46.0%  46.0% 

State  and  local  income  taxes,  net  of  federal 
tax  benefit  3.3  3.5  3.5 

Amortization  of  investment  tax  credit  (2.2)  (2.4)  (2.8) 

MAYSOP  (.3)  (.5) 

Other _ (1.0)  (1.5)  (1.1) 

Effective  income  tax  rate _ 45.8%  45.1%  45.6% 

The  investment  tax  credit  (ITC)  on  1984  capital  expenditures 
is  estimated  to  be  $9.9  million  compared  with  $8.8  and  $8.4 
million  in  1983  and  1982,  respectively,  and  is  being  amortized 
into  earnings  over  the  lives  of  the  related  assets.  1984  earnings 
include  $8.6  million  of  ITC  amortization  compared  with  $8.0  and 
$7.3  million  in  1983  and  1982,  respectively.  If  the  company 
used  the  “flow-through”  method  of  accounting  for  ITC,  net 
earnings  in  1984  would  have  been  greater  by  $1.3  million  or 
3?  per  share  (2<f  in  both  1983  and  1982).  The  company’s 
consolidated  balance  s  leet  at  February  2, 1985,  includes  $39.5 
million  of  deferred  ITC  which  will  be  amortized  into  earnings 
over  the  lives  of  the  related  assets. 

The  provision  for  income  taxes  and  related  percent  of  pretax 
earnings  for  the  last  three  fiscal  years  were  as  follows: 


1984 

1983 

1982 

(millions) 

$ 

% 

$ 

% 

$ 

% 

Taxes  currently  payable: 
Federal 

State  and  local 

$144.6 

22.8 

$107.9 

20.1 

$  79.8 
15.3 

Deferred  taxes: 

Federal 

State  and  local 

167.4 

10.5 

1.4 

42.5% 

128.0 

23.4 

2.0 

37.6% 

95.1 

20.1 
1.6 

36.5% 

Investment  tax  credit 

11.9 

3.0 

25.4 

7.5 

21.7 

8.4 

deferred,  net 

1.3 

.3 

.1 

- 

1.9 

_ J 

Total 

$180.6 

45.8% 

$153.5 

45.1% 

$118.7 

45.6% 
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The  provision  for  deferred  income  taxes  consisted  of: 


(millions) 

1984 

1983 

1982 

Excess  of  tax  over  book  depreciation 

$13.9 

$10.9 

$  9.1 

Deferred  gross  profit  on  installment  method  sales 

9.6 

13.7 

11.8 

Deferred  compensation 

(4.0) 

(2.5) 

(2.0) 

Other 

(7.6) 

3.3 

2.8 

Total 

$11.9 

$25.4 

$21.7 

The  current  deferred  income  taxes  reflected  on  the  company’s 
consolidated  balance  sheet  are  primarily  related  to  deferred 
gross  profit  on  installment  method  sales. 

Taxes  other  than  income  taxes  consisted  of: 


(millions) 

1981 

1983 

1982 

Payroll 

$  77.8 

$67.1 

$58.7 

Real  estate  and  personal  property 

27.2 

26.5 

22.9 

Other 

3.6 

3.4 

3.0 

Total 

$108.6 

$97.0 

$84.6 

Quarterly  Results 

Summarized  quarterly  results  of  operations  (unaudited)  for 
the  last  three  fiscal  years  were  as  follows  (in  millions,  except 
per  share): 


Quarter 

Net 

Retail 

Sales 

Cost  of 
Merchan- 

Sold 

Net 

Earnings 

Net  Earn¬ 
ings  Per 
Common 
Share 

1984 

First 

$  960.3 

$  695.6 

$  27.5 

$  .63 

Second 

1,031.4 

743.4 

37.0 

.86 

Third 

1,133.1 

818.0 

39.6 

.92 

Fourth 

1,619.2 

1,109.5 

110.0 

2.55 

Year 

$4,744.0 

$3,366.5 

$214.1 

$4.96 

1983 

First 

$  838.0 

$  611.1 

$  20.3 

$  .47 

907.5 

653.7 

30.9 

.71 

Third 

1,003.1 

719.8 

35.4 

.82 

Fourth 

1,424.7 

972.2 

100.4 

2.32 

Year 

$4,173.3 

$2,956.8 

$187.0 

$4.32 

1982 

First 

$  728.1 

$  535.0 

$  11.5 

$  .26 

SpcohH 

781.8 

569.9 

20.6 

.47 

Third 

871.9 

26.7 

.61 

Fourth 

1,235.8 

847.4 

82.9 

1.91 

Year 

$3,617.6 

$2,580.4 

$141.7 

$3.25 

Quarterly  results  are  determined  in  accordance  with  the  same 
accounting  policies  used  for  annual  information,  including 
certain  items  based  upon  estimates  for  the  entire  year. 


In  the  1983  second  quarter,  the  company  sold  its  investment 
in  Consumers  Distributing  Company  Limited  of  Canada 
(CDC),  resulting  in  a  pretax  capital  gain  of  $11.6  million.  This 
gain,  which  is  included  as  a  reduction  of  selling,  general  and 
administrative  and  other  expenses  in  the  consolidated 
statement  of  earnings,  increased  net  earnings  by  $8.0  million, 
or  18?  per  share. 

In  the  1983  second  quarter,  the  company  contributed 
$15.0  million  to  The  May  Stores  Foundation,  Inc.,  the 
company’s  charitable  foundation.  This  contribution 
decreased  net  earnings  by  $7.6  million,  or  17?  per  share,  and 
is  included  in  selling,  general  and  administrative  and  other 
expenses  in  the  consolidated  statement  of  earnings. 

In  the  fourth  quarter  of  each  of  the  last  three  years,  the 
company  recorded  LIFO  credits  of  $15.2  million  (17?  per 
share),  $5.2  million  (6?  per  share)  and  $1.4  million 
(1?  per  share),  respectively,  due  to  uncertainty  in  the  factors 
used  to  estimate  the  annual  LIFO  provision  on  an  interim 
basis.  The  following  unaudited  supplementary  information 
indicates  the  pro  forma  impact  of  LIFO  had  the  final  factors 
been  known  at  the  time  the  quarterly  estimates  were  recorded. 


1984 

1983 

1982 

Pro 

As 

Pro 

As 

Pro 

As 

Quarter 

forma 

Reported 

forma 

Reported 

forma 

Reported 

First 

$(.02) 

$  .03 

$- 

$.03 

$.01 

$.03 

Second 

(.02) 

.02 

.01 

.03 

.02 

.03 

Third 

(.02) 

.02 

.01 

.03 

.02 

.03 

Fourth 

(.04) 

(.17) 

.01 

(.06) 

.03 

(.01) 

Year 

$(.10) 

$(.10) 

$.03 

$.03 

$.08 

$.08 
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Accounts  Receivable 

During  1984,  department  store  credit  sales  (under  department 
store  credit  programs)  were  $2.0  billion  or  61.9%  of  1984  depart¬ 
ment  store  sales  compared  with  60.3%  in  1983  and  59.0%  in 
1982.  An  estimated  13.4  million  customers  hold  credit  cards 
under  the  company’s  various  credit  programs.  In  addition, 
$408.2  million  in  sales,  including  sales  by  Venture  and  Volume 
Shoe,  were  made  through  third  party  credit  cards  in  1984, 
$64.4  million  which  were  Venture  sales  through  one  of  the 
department  store  credit  cards. 


(millions) 

February  2, 1985 

January  28, 1984 

Customer  receivables 

*  960.3 

*897.1 

Other  receivables 

47.5 

45.6 

Gross  receivables 

1,007.8 

942.7 

Allowance  for  doubtful  accounts 

(24.4) 

(22.4) 

Net  receivables 

$  983.4 

8920.3 

Bad  debt  expense,  including  actual  net  losses  and  adjustments 
to  the  reserves,  was  $18.8,  $13.5  and  $17.2  million  in  1984, 
1983  and  1982,  respectively. 


Other  Assets 


(millions) 

February  2, 1985 

January  i 

28, 1984 

Investments  in  and  advances  to 

affiliated  real  estate  partnerships 

*20.4 

*31.1 

Excess  of  cost  over  net  assets  of 

purchased  businesses 

11.5 

11.6 

Notes  receivable  and  other  «•  sets 

26.3 

21.4 

Total 

*58.2 

*64.1 

Accrued  Expenses 

(millions) 

February  2, 1985 

January  28, 1984 

Salaries,  wages  and  vacation  pay 

*  56.5 

*  53.6 

Taxes,  other  than  income  taxes 

44.9 

50.4 

Accrued  insurance  costs 

31.0 

26.8 

Outstanding  trading  stamps 

10.2 

11.0 

MAYSOP,  retirement  and  profit  sharing 

9.8 

9.6 

Accrued  interest  expense 

9.5 

9.0 

Other  accrued  expenses 

71.9 

49.6 

Total 

*233.8 

*210.0 

Short-Term  Debt  and  Lines  of  Credit 

Short-term  borrowings  for  the  last  three  years , 

are  summarized 

as  follows: 

(millions) 

1984 

1983 

1982 

Average  balance  outstanding 

*21.8 

*17.0 

*  43.9 

Average  interest  rate 

10.4% 

9.0% 

12.2% 

Maximum  balance  outstanding 

*70.0 

*45.0 

8104.0 

The  company  had  no  short-term  borrowings  at  the  end  of 
any  of  the  last  three  fiscal  years.  The  average  amount  of 
short-term  borrowings  outstanding,  primarily  commercial 
paper,  and  the  respective  weighted  average  interest  rate  are 
based  on  the  number  of  days  such  short-term  borrowings 
were  outstanding  during  the  fiscal  year. 

Bank  lines  of  credit  available  for  use  in  retail  operations 
totaled  $48.0  million  at  February  2, 1985,  for  which  the  com¬ 
pany  pays  commitment  fees.  These  lines  of  credit  were  not 
used,  except  in  support  of  commercial  paper  borrowings,  in  any 


of  the  last  three  fiscal  years.  In  addition,  the  company  has 
entered  into  a  multi-year  credit  agreement  amounting  to  $200.0 
million.  As  of  February  2, 1985,  there  were  no  amounts 
outstanding  under  this  agreement. 

The  company  also  has  $70.0  million  in  lines  of  credit  to 
support  its  real  estate  operations,  of  which  $49.1  million  were 
in  use  by  the  company’s  unconsolidated  affiliated  real  estate 
partnerships  at  February  2, 1985.  The  company,  through  its 
real  estate  operations,  is  also  guarantor  of  certain  debt  obli¬ 
gations  of  affiliated  partnerships  and  companies.  The  amount 
of  such  debt  outstanding  as  of  February  2, 1985,  was  $15.7 
million. 


Long-Term  Debt  and  Lease  Obligations 

Long-term  debt  and  capitalized  lease  obligations  at  the  end  of 

each  year  were: 


(millions) 

February  2, 1985 

January  28, 1984 

456%  to  14W/o  unsecured  notes 
and  sinking  fund  debentures 
due  1986-2009 

4 Jk%  to  l2W’/o  mortgage  notes  and 
bonds  due  1987-2013 

*303.7 

180.7 

*322.6 

189.6 

Long-term  debt 

Capitalized  lease  obligations 

484.4 

48.5 

512.2 

50.6 

Total 

*532.9 

*562.8 

The  annual  maturities  of  long-term  debt,  including  sinking 
fund  requirements,  are  $26.0,  $29.8,  $30.7,  $30.0  and  $32.5 
million  for  1985  through  1989,  respectively. 

The  net  book  value  of  property  and  equipment  encumbered 
under  long-term  debt  agreements  was  $154.2  million  at 
February  2, 1985.  Under  the  most  restrictive  covenants  of 
long-term  debt  agreements,  $504.7  million  of  retained  earnings 
at  February  2, 1985,  was  restricted  as  to  the  payment  of  divi¬ 
dends.  The  company  was  in  compliance  with  the  restrictive 
covenants  of  its  long-term  debt  agreements  at  February  2, 1985. 
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The  company  owns  approximately  two-thirds  of  its  depart¬ 
ment  stores  and  Venture  stores  and  leases  most  of  its  Volume 
Shoe  stores.  Approximately  58%  of  real  property  rent  expense 
was  attributable  to  Volume  Shoe  in  1984. 

Rental  expense  for  the  company’s  operating  leases 
consisted  of: 


(millions) 

1984 

1983 

1982 

Real  property: 

Minimum  rentals 

$49.9 

$41.9 

$34.6 

Contingent  rentals  based 

on  defined  sales  volume 

8.3 

7.7 

5.7 

58.2 

49.6 

40.3 

Equipment  rentals 

13.9 

11.8 

10.9 

Total 

$72.1 

$61.4 

$51.2 

Future  minimum  lease  payments  at  February  2, 1985, 

were 

as  follows: 

Capital 

Operating 

(millions) 

Leases 

Total 

1985 

$  6.5 

$  55.6 

$  62.1 

1986 

6.4 

50.2 

56.6 

1987 

6.4 

45.3 

51.7 

1988 

6.3 

42.6 

48.9 

1989 

6.3 

37.4 

43.7 

After  1989 

64.2 

219.7 

283.9 

Minimum  lease  payments 

96.1 

$450.8 

$546.9 

Less— executory  costs  included  in 
minimum  lease  payments 
—imputed  interest  component 

(1.9) 

(43.5) 

Present  value  of  net  minimum  lease 
payments  of  which  $2.2  million  is 

included  in  current  liabilities 

$50.7 

The  company  estimates  the  present  value  of  future  minimum 
payments  on  operating  leases  to  be  $298  million. 

Additional  lease  payments  based  on  defined  sales  volume  for 
the  above  capital  leases  were  $1.3  million  in  1984  and  1983  and 
$.8  million  in  1982.  The  above  amounts  for  operating  leases 
are  net  of  immaterial  amounts  of  sublease  rental  revenues. 

The  following  is  an  analysis  of  the  investment  in  property 
under  capital  leases: 


(millions) 

February  2, 1985 

January  28, 1984 

Cost  (primarily  retail  facilities) 

$78.2 

$81.6 

Accumulated  amortization 

(32.2) 

(33.3) 

Total 

$46.0 

$48.3 

The  company  also  operates  five  wholly  owned  shopping  centers 
in  which  stores,  office  buildings  and  other  properties  are  leased 
entirely  or  in  part  to  others.  The  net  book  value  of  shopping 
center  properties  leased  to  others  under  operating  leases  was 
$50.4  million  as  of  February  2, 1985. 


Other  Liabilities 


(millions) 

February  2, 1985 

January  28, 1984 

Deferred  employee  benefits 

$55.9 

$47.6 

Redeemable  preferred  stock 

3.6 

4.8 

Total 

$59.5 

$52.4 

There  were  57,619  shares  of  redeemable  preferred  stock  out¬ 
standing  at  February  2, 1985,  and  71,773  at  January  28, 1984. 
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Common  Stock  Dividends  and  Market  Prices 
During  fiscal  1984,  the  company  increased  its  annual  dividend 
rate  twice.  Effective  with  the  June  15, 1984,  dividend  payment, 
the  annual  dividend  rate  was  increased  20%  to  $1.60  per  share 
(40?  quarterly)  from  $1.3314  per  share  (33M?  quarterly). 
Following  the  September  1984  shareholders  meeting,  the  com¬ 
pany  raised  its  annual  dividend  rate  a  second  time  to  $1.72 
per  share  (43?  quarterly),  a  7.5%  increase  from  the  adjusted 
pre-split  rate  and  a  29.0%  increase  from  the  beginning  of  the 
year,  effective  with  the  December  15, 1984,  dividend  payment. 

Representing  the  eleventh  dividend  increase  in  ten  years, 
the  company  has  raised  its  annual  dividend  rate,  effective  with 
the  June  15, 1985,  payment,  to  $1.88  per  share  or  47?  quarterly, 
a  9.3%  increase  and  a  17.5%  increase  from  a  year  ago.  The 
company  has  paid  consecutive  quarterly  dividends  since 
December  1, 1911. 

The  quarterly  price  ranges  of  the  common  stock  and  dividends 
per  share  in  fiscal  1984  and  1983  were: 


1984 

1983 

Quarter 

Market  Prices 
High  Low 

Dividends 

Per  Share 

Market  Prices 
High  Low 

Dividends 
Per  Share 

First 

$34'/j2 

830M2 

$  .33% 

$39% 

$29% 

$  .30% 

Second 

39 

32% 

.40 

42 

35% 

•33% 

Third 

42% 

36% 

.40 

40% 

305/6 

.33% 

Fourth 

48% 

37% 

.43 

37%2 

337/% 

.33% 

Year 

$48% 

$30'/i2 

$1.56% 

$42 

$29% 

$1.30% 

The  approximate  number  of  common  shareholders  as  of 
March  1, 1985,  was  36,500. 


Stock  Option  and  Stock  Related  Plans 

Under  the  company’s  common  stock  option  plans,  options  are 
granted  at  the  market  price  on  the  date  of  grant.  Each  option 
to  purchase  extends  for  a  period  of  five  years  or  ten  years,  may  be 
exercised  in  installments  only  after  stated  intervals  of  time  and 
is  conditioned  upon  continued  active  employment  with  the 
company  except  for  periods  following  retirement,  disability  or 
death.  Since  the  option  price  is  fixed  at  the  market  price  on 
the  date  of  grant,  no  compensation  is  charged  against  earnings 
by  the  company.  There  were  1,022  employees  participating  in 
the  company’s  common  stock  option  plans  at  February  2, 1985. 
The  changes  in  shares  subject  to  outstanding  options  were 
as  follows: 


(shares  in  thousands) 

1984 

1983 

Grant 

Grant 

Shares 

Prices 

Shares 

Prices 

Outstanding  at  beginning  of  year 

1,924.3 

$15-37 

1,988.6 

$10-28 

Granted 

695.5 

31-41 

657.1 

34-37 

Exercised 

(424.3) 

15-37 

(514.9) 

10-27 

Cancelled  or  expired 

(202.0) 

15-37 

(206.5) 

11-37 

Outstanding  at  end  of  year 

1,993.5 

$15-41 

1,924.3 

$15-37 

Exercisable  at  end  of  year 

Shares  available  for 

415.9 

$15-37 

371.5 

$15-37 

additional  grants 

1,496.9 

210.1 

The  company  also  has  a  plan  under  which  stock  appreciation 
rights  can  be  granted  in  connection  with  common  stock  options. 
As  of  February  2, 1985, 176,835  options  were  subject  to  stock 
appreciation  rights. 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


Under  the  1979  Restricted  Stock  Plan,  the  company  is 
authorized  to  grant  a  maximum  of  600,000  shares  to  manage¬ 
ment  employees.  No  monetary  consideration  is  paid  by 
employees  receiving  restricted  stock.  During  1984  and  1983, 
51,525  and  39,750  shares  of  restricted  stock  were  granted, 
respectively. 

Event  Subsequent  To  Year  End 
In  March  1985,  the  company  purchased  Metropolitan  Life 
Insurance  Company’s  50%  interest  in  its  Parklabrea  real 
estate  partnership  for  $10  million  in  cash  and  $100  million 
by  issuing  five  million  shares  of  Series  X  voting  preference 
stock,  stated  value  $20  per  share,  redeemable  from  1988 
through  1992  in  five  $20  million  annual  payments.  The  annual 
dividend  rate  ranges  between  $3.5-$5.0  million  through  October 
1,  1987,  and  is  negotiable  thereafter.  Under  certain  specified 
conditions  relating  to  future  operations,  payment  of  additional 
dividends  may  be  required  as  well  as  additional  purchase  price 
amounts  of  up  to  $30  million.  Additionally,  the  holder  of  the 
preferred  shares  may,  at  its  option,  call  for  redemption  of  the 
shares  after  30  months.  Additional  purchase  price  amounts,  if 
and  when  paid,  will  be  considered  a  cost  of  the  properties  to 
which  they  relate.  The  direct  impact  of  this  transaction  is  not 
significant  to  the  results  of  operations  or  financial  position  of 
the  company. 

Supplementary  Information  on  Inflation 
and  Changing  F  'ces  (unaudited) 

The  following  info.  -  cation  was  prepared  in  accordance  with 
the  Statement  of  Financial  Accounting  Standards  Nos.  33 
and  82  to  illustrate  the  effects  of  inflation  on  conventional 
financial  data  which  is  presented  in  historical  cost  amounts. 
The  supplementary  information  is  shown  under  the  “current 
cost”  method.  The  “current  cost”  method  measures  the  effects 
of  changes  in  specific  prices  (current  cost)  on  inventory  and 
property  and  their  related  expenses. 


Statement  of  Earnings  Adjusted  for  Inflation 
Fiscal  Year  Ended  February  2, 1985 

(millions) 

As  Reported 

Current 
Cost  Basis 

Net  retail  sales  and  rental  revenues 

*4,762.4 

*4,762.4 

Cost  of  sales  and  other  related  expenses 

3,827.1 

3,827.1 

Depreciation  and  amortization 

108.9 

167.9 

Other  expenses 

431.7 

431.7 

Earnings  before  income  taxes 

394.7 

335.7 

Provision  for  income  taxes 

180.6 

180.6 

Effective  income  tax  rate 

45.8% 

53.8°/ 

Net  earnings 

*  214.1 

*  155.1 

Gain  from  decline  in  purchasing  power 
of  net  amounts  owed 

»  15.0 

Increase  in  general  price  level 
of  inventories  and  property 
and  equipment  during  the  year 

*  90.3 

Increase  in  current  cost  of  inventories 
and  property  and  equipment 

34.0 

Excess  of  increase  in  general  price 
level  over  increase  in  current  cost 

*  56.3 

Adjustments— Current  Cost  Basis 
Net  retail  sales  and  rental  revenues  and  other  operating 
expenses  are  considered  to  approximate  average  1984  dollars 
and,  therefore,  remain  unchanged  under  the  current  cost 
method  from  the  amounts  presented  in  the  financial  statements. 

Depreciation  expense  was  computed  under  the  same  methods 
and  estimated  useful  lives  as  used  in  the  primary  financial 
statements. 

The  provision  for  income  taxes  is  unchanged  from  the  amount 
in  the  financial  statements  since  federal  and  state  income  tax 
laws  do  not  allow  adjustments  to  cost  of  sales  or  depreciation 
expense  for  the  effects  of  inflation.  As  a  result,  the  company 
incurs  income  taxes  at  a  rate  of  53.8%  in  terms  of  1984  dollars 
under  the  current  cost  method,  significantly  in  excess  of  the 
effective  rate  of  45.8%  shown  in  the  financial  statements. 

The  “Gain  From  Decline  in  Purchasing  Power  of  Net  Amounts 
Owed”  represents  the  benefit  of  having  net  outstanding 
liabilities  which  will  be  repaid  in  dollars  of  less  value.  This 
amount  is  calculated  using  the  company’s  average  net  monetary 
liabilities  for  1984,  which  consist  primarily  of  accounts  receiv¬ 
able,  current  liabilities  and  long-term  debt,  multiplied  by  the 
change  in  CPI-U  in  1984.  Monetary  assets  and  liabilities  are 
those  which  are,  or  will  be,  converted  into  a  fixed  number  of 
dollars  regardless  of  the  effects  of  inflation.  This  amount  does 
not  represent  funds  available  for  distribution  to  shareholders 
or  income  as  it  is  presently  defined  in  the  financial  statements. 

The  company  uses  the  LIFO  (last-in,  first-out)  inventory 
method  for  substantially  all  inventories  which  results  in  cost 
of  sales  that  approximates  current  cost. 

Current  cost  of  retail  and  related  support  buildings  and  equip¬ 
ment  was  calculated  using  engineering  estimates  of  current 
cost  and  the  productive  capacity  of  such  facilities  as  deter¬ 
mined  by  analytical  techniques.  Each  facility  was  analyzed  to 
determine  the  size  necessary  to  maintain  its  present  sales 
volume  (as  if  replaced)  using  current  construction  techniques 
and  design.  All  significant  facilities  and  retail  operations  were 
included  in  the  determination  of  current  cost  values.  These 
estimates  have  been  calculated  in  accordance  with  industry 
guidelines  provided  by  the  National  Retail  Merchants 
Association. 
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Current  cost  of  income-producing  real  estate  was  estimated 
based  upon  current  construction  costs. 

At  February  2, 1985,  the  current  cost  of  inventory  was  $818.1 
million  and  the  current  cost  of  property  and  equipment,  net  of 
accumulated  depreciation,  was  $1,864.9  million. 


Comparison  of  Selected  Supplementary  Financial  Data 

Restated  to  Average  1984  Dollars  (except  for  historical  amounts) 

(millions  of  dollars,  except  per  share) 

1984 

■ 

Net  retail  sales  and  rental  revenues 

$4,762.4 

$4,367.3 

$3,909.9 

$3,842.9 

$3,930.0 

Current  cost  information: 

Net  earnings 

155.1 

129.6 

95.0 

81.4 

83.9 

Net  earnings  per  common  share 

3.59 

2.99 

2.17 

1.85 

1.91 

Net  assets  at  year-end 

2,135.2 

2,124.5 

1,989.2 

2,031.7 

2,009.6 

Excess  of  increase  in  general  price  level 

over  (under)  increase  in  current  cost 

56.3 

(41.6) 

21.0 

3.0 

133.3 

Gain  from  decline  in  purchasing  power  of  net  amounts  owed 

15.0 

18.1 

16.3 

37.0 

62.2 

Cash  dividends  per  common  share: 

Historical  amount 

1.56 

1.30 

1.19 

1.11 

1.00 

Adjusted  for  general  inflation 

1.56 

1.36 

1.28 

1.26 

1.26 

Market  price  per  common  share  at  year-end: 

Historical  amount 

47.25 

33.59 

29.92 

16.17 

16.59 

Adjusted  for  general  inflation 

47.25 

35.00 

32.19 

18.40 

20.77 

Average  Consumer  Price  Index 

312.0 

299.4 

290.0 

274.2 

249.1 

Notes  to  Business  Segment  Summary 

Five  year  compound  growth  rates  for  the  company’s  retail 

segments  were  as  follows: 

Sales  Operating 

_ 52  Weeks _ Earnings 

Department  stores  7.8%  8.3% 

Venture  12.1  43.5 

Volume  Shoe _ 23.9 _ 22.4 

Total  retail _ <W% _ 12.0% 

Operating  earnings  represent  LIFO  earnings  before  federal  and 
state  income  taxes,  net  interest  expense  and  corporate  expense. 
Corporate  expense  includes  accounting,  tax,  legal,  planning 
and  other  corporate  functions. 

Department  store  operating  earnings  for  1981  include  a 
provision  for  loss  from  a  bankrupt  wholesaler  of  $7.6  million. 

Venture  operating  earnings  for  1984  include  a  charge  of  $3.0 
million  for  the  consolidation  and  relocation  of  their  apparel 
buying  offices.  Venture  operating  earnings  for  1981  include  a 
provision  for  loss  on  the  closing  of  the  Halsted  store  in  the 
Chicago  area  of  $2.3  million. 

Real  estate  operating  earnings  for  1981  reflect  the  results 
of  the  financing  and  transfer  of  the  six  wholly  owned  shopping 
centers  to  a  partnership  in  1980.  Also,  1980  real  estate  operating 
earnings  include  a  gain  on  this  distribution  of  $14.7  million. 
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The  company  has  up  to  a  50%  ownership  interest  in  its  real 
estate  partnerships.  In  accordance  with  generally  accepted 
accounting  principles,  the  investment  in  these  properties  is 
accounted  for  by  the  equity  method  and  as  a  result,  partnership 
rental  revenues  are  not  included  in  reported  rental  revenues. 
Real  estate  rental  revenues,  including  100%  of  amounts  attrib¬ 
utable  to  partnerships,  were  $132.0,  $118.7,  $107.1,  $93.0,  $75.6 
and  $58.1  million  in  the  six  years  ended  in  1984,  respectively. 
The  company’s  share  of  the  earnings  of  its  partnerships  is 
included  in  real  estate  operating  earnings. 

The  assets  identified  with  real  estate  operations  include 
investments  in  and  advances  to  affiliated  real  estate  partner¬ 
ships,  and  in  1980  included  the  $72.0  million  in  proceeds  from 
the  real  estate  transaction  referred  to  above.  Corporate  assets 
consist  principally  of  cash,  marketable  securities  and,  prior 
to  1983,  the  investment  in  CDC. 

Net  assets  represent  total  assets,  including  present  value  of 
operating  leases,  minus  current  liabilities,  excluding  current 
portion  of  long-term  debt  and  capitalized  lease  obligations. 

Return  on  beginning  net  assets  represent  operating  earnings, 
excluding  the  interest  component  of  operating  leases,  divided 
by  net  assets  at  the  beginning  of  the  year. 
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Six  Year  Summary  by  Business  Segment 


Sales  for  1984  are  shown  above  on  a  52-week  basis  for  com¬ 
parability.  Sales  for  1984  on  a  53-week  basis  were  $3,266.7  for 
department  stores,  $926.2  for  Venture  and  $551.1  for 
Volume  Shoe. 
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Eleven  Year  Summary 

The  May  Department  Stores  Company  and  Subsidiaries 

(millions,  except  per  share) 

1984 

1983 

1982 

1981 

1980 

Operations 

Net  retail  sales  and  rental  revenues 

$4,762.4 

$4,190.9 

$3,634.1 

$3,377.2 

$3,137.7 

Cost  of  merchandise  sold,  including  occupancy 

and  buying  costs 

3,366.5 

2,956.8 

2,580.4 

2,404.8 

2,247.2 

Selling,  general  and  administrative  and  other  expenses 

959.7 

848.5 

750.6 

694.3 

636.3 

Interest  expense,  net 

41.5 

41.7 

42.7 

33.6 

38.0 

Earnings  from  continuing  operations  before  income  taxes 

394.7 

340.5 

260.4 

236.9 

218.6 

Income  taxes 

180.6 

153.5 

118.7 

110.7 

101.7 

Earnings  from  continuing  operations 

214.1 

187.0 

141.7 

126.2 

116.9 

Net  earnings 

214.1 

187.0 

141.7 

126.2 

116.9 

Dividends  on  common  stock 

67.6 

56.4 

52.1 

48.6 

43.8 

Capital  expenditures 

225.1 

178.8 

158.8 

151.9 

134.4 

Depreciation  and  amortization 

108.9 

99.1 

88.5 

81.8 

75.4 

Cash  flow  from  operations 

330.2 

299.2 

248.8 

223.3 

217.2 

Per  Common  Share 

Net  earnings 

$  4.96 

$  4.32 

$  3.25 

$  2.87 

$  2.67 

Dividends  paid 

1.56 

1.30 

1.19 

1.11 

1.00 

Effective  annual  dividend  rate  at  year-end 

1.72 

1.33 

1.21 

1.13 

1.03 

Common  shareholders’  equity 

29.98 

26.78 

23.88 

21.95 

20.16 

Market  price— high 

48.38 

42.00 

32.83 

21.33 

18.67 

—low 

30.08 

29.67 

15.33 

15.50 

12.00 

Financial  Position 

Customer  accounts  receivable 

$  960.3 

$  897.1 

$  824.0 

$  754.7 

$  671.5 

Merchandise  inventories 

687.2 

567.3 

515.1 

484.5 

423.6 

Working  capital 

922.7 

908.0 

795.1 

686.0 

683.7 

Property  and  equipment,  net 

Long-term  debt,  capitalized  lease  obligations 

1,156.1 

1,051.5 

998.1 

944.4 

877.0 

and  redeemable  preferred  stock 

536.5 

567.6 

597.7 

547.2 

554.0 

Common  shareholders’  equity 

1,289.2 

1,158.5 

1,033.1 

953.9 

881.5 

Total  assets 

3,046.7 

2,844.9 

2,625.2 

2,387.6 

2,259.3 

Statistics 

Percent  of  revenues: 

Net  earnings 

4.5% 

4.5% 

3.9% 

3.7% 

3.7% 

Cash  flow  from  operations 

6.9 

7.1 

6.8 

6.6 

6.9 

Return  on  common  shareholders’  beginning  equity 

18.5 

18.1 

14.9 

14.3 

14.5 

Stores  and  Shopping  Centers  Open  at  Year-End 
Department  stores 

145 

144 

142 

138 

133 

Venture 

57 

51 

47 

45 

45 

Volume  Shoe 

1,662 

1,389 

1,279 

1,089 

978 

Shopping  centers 

25 

26 

26 

27 

24 

Average  Common  Shares  Outstanding  (in  thousands) 

43,140 

43,266 

43,518 

43,824 

43,622 

All  years  are  52*week  fiscal  years,  except  1984  and  1978 
which  included  53  weeks. 

All  share  and  per  share  amounts  have  been  restated  to  reflect 
the  three-for-two  stock  split  effective  October  3, 1984. 
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1979 

1978 

1977 

1976 

1975 

1974 

82.913.9 

S2.706.9 

82,367,5 

82.175.2 

32.009.5 

81.755.3 

2.100.0 

1.933.1 

1.688.0 

1.564.0 

1,431.8 

1.255.7 

587.2 

529.1 

-165.1 

431.3 

4%.  7 

376.7 

39.9 

39.9 

35,2 

32.8 

30.7 

26,3 

216.8 

204.8 

179.2 

147.1 

140.3 

96,6 

103.6 

100.8 

87.7 

73.0 

70.4 

48,2 

113.2 

104.0 

91.5 

74.1 

69.9 

48.4 

113.2 

100.8 

91.3 

74.5 

69.9 

47.0 

35.7 

30.4 

27.2 

25.8 

24.6 

24.6 

14(3.6 

173.5 

99.0 

92.0 

86.2 

96,7 

70.6 

61.8 

55.2 

48.0 

43.2 

36.5 

196.3 

172.2 

157.3 

130.5 

122.3 

97.5 

3  2.60 

5  9  33 

3  2.10 

3  1.71 

3  1.61 

3  1.07; 

.91 

.83 

.77 

.74 

.71 

.71 

.93 

.85 

.77 

.75 

.71 

.71 

18.53 

16,83 

15.26 

13.79 

12.71 

11.67- 

18.42 

18,25 

19.83 

24.00 

22.06 

12.67 

14.50 

13.83 

14.25 

18.56 

11.61 

7.08 

3  607.9 

8  559.1 

3  502.5 

8  457.9 

8  420.2 

8  400,4 

411.9 

370.2 

311.5 

278.3 

266.5 

218.7 

569.8 

494.2 

517.6 

425.5 

379.0 

359.1 

849.4 

784.8 

675.3 

634.5 

589.4 

561.9 

605.1 

531.8 

506.8 

470.8 

424.5 

410.3 

805.3 

725,2 

653.0 

591.0 

545.0 

499.5 

2.106.9 

1.852.8 

1.703.0 

1.527.5 

1.471.5 

1.272.5 

3.8% 

6.7 

15.6 

3.7°, 

6.4 

15.4 

3.9°o 

6.6 

15.5 

3.4% 

6.0 

13.7 

3.5% 

6.1 

14.0 

2.7C 

5.6 

9.8 

128 

123 

118 

113 

109 

103 

45 

43 

27 

24 

20 

15 

811 

643 

559 

510 

490 

506 

22 

20 

19 

13 

18 

18 

43,374 

43.037 

43.224 

43.280 

43.187 

43,415 
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Vice  Chairman 

Henry  A.  Lay4 
Executive  Vice  President 

Jerome  T.  Loeb 
Executive  Vice  President 
and  Chief  Financial  Officer 

Edward  H.  Meyer1-3 
Chairman  of  the  Board,  President 
and  Chief  Executive  Officer 
of  Grey  Advertising  Inc. 

Russell  E.  Palmer1-3 

Dean  of  The  Wharton  School  of  the 

University  of  Pennsylvania 

Andrall  E.  Pearson3-4 

Class  of  1958  Professor  of  Business 

Administration,  Graduate  School  of  Business 

Administration,  Harvard  University 

(Previously  served  as  President 

and  Chief  Operating  Officer  of  PepsiCo,  Inc. ) 

Richard  R.  Shinn  '-2-3-5 
Retired  Chairman  of  the  Board 
and  Chief  Executive  Officer 
of  Metropolitan  Life  Insurance  Company 

William  R  Stiritz1-2-5 
Chairman  of  the  Board 
and  Chief  Executive  Officer 
of  Ralston  Purina  Company 


1  Audit  Committee 

Executive  Committee 

Executive  Compensation  and  Development  Co 

4  Finance  Committee 

dominating  Committee 


J.  S.  Webb1-4 
Chairman  of  the  Board 
of  Electronic  Memories  &  Magnetics, 
a  computer  products  manufacturer 
(Retired  Vice  Chairman  of  the  Board 
of  Directors  of  TRW  Inc.) 

Murray  L.  Weidenbaum1-2-1 
Director  of  the  Center  for  the  Study 
of  American  Business  and  Mallinckrodt 
Distinguished  University  Professor 
at  Washington  University 


David  C.  Farrell 


John  W.  Hanley 
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Corporate  Management 


David  C.  Farrell 

Vice  Presidents 

President  and  Chief  Executive  Officer 

James  Abrams 

Richard  L.  Battram 

Vice  Chairman 

Corporate  Communications 

Robert  B.  Aldridge 

Allan  J.  Bloostein 

Vice  Chairman 

Shortage  Control  and  Security 

James  R.  Bodemuller 

Thomas  A.  Hays 

Vice  Chairman 

Merchandise  Information  Systems 

M.  Jeffrey  Branman 

Executive  Vice  Presidents 

Lawrence  E.  Honig 

Division  Strategy 

Richard  A.  Brickson 

Strategic  Planning  and  Human  Resources 

Secretary  and  Counsel 

Henry  A.  Lay 

William  M.  Goddard 

Real  Estate  and  Improvements 

Risk  Management  and  Insurance 

Jerome  T.  Loeb 

Frank  D.  Gunter 

Chief  Financial  Officer  and  Controller 

Taxes 

Senior  Vice  Presidents 

Laurence  M.  Heilman 

John  F.  Danahy 

Merchandise  Research 

Data  Processing 

Steven  J.  Douglass 

Richard  R.  Hettlinger 

Audit 

Planning  and  Reporting 

Louis  J.  Garr,  Jr. 

Charles  B.  Luber 

Real  Estate 

Chief  Counsel 

Carl  E.  Tooker 

James  D.  Lynch 

Executive  Recruiting 

Control 

R.  Dean  Wolfe 

Robert  L.  McDowell 

Strategic  Planning 

Real  Estate 

Michael  Zoroya 

Jed  L.  Norden 

Executive  Development 

Credit 

Richard  A.  Smith 

Treasurer 

Ruth  A.  Streit 

Compensation  and  Benefits 

Henry  A.  Wagner 

EDP  Systems  Development 

Frank  J.  Williams,  Jr. 

Public  Affairs  and  Counsel 
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Management  of  Operating  Companies, 
Subsidiaries 


May  Co.,  California 
Judith  K.  Hofer,  President 
Edgar  S.  Mangiaflco,  Chairman 

Hecht’s,  Washington,  D.C. 
Irwin  Zazulia,  President 
J.  Warren  Harris,  Chairman 

Famous-Barr  Co.,  St.  Louis 

H.  Gene  Nau,  President 
Kenneth  L.  Wilkerson,  Chairman 

Kaufmann’s,  Pittsburgh 
William  T.  Tobin,  President 
Elden  Rasmussen,  Chairman 

May  Co.,  Cleveland 
Robert  B.  Cockayne,  President 
Paul  G.  Badgley,  Chairman 

Meier  &  Frank,  Portland,  Ore. 

Main  Russo,  President 
Philip  G.  Otto,  Chairman 

G.  Fox  &  Co.,  Hartford 

Marshall  Hilsberg,  President 
Jerome  R.  Rossi,  Chairman 

May  D&F,  Denver 
Joseph  S.  Davis,  President 
Gerdd  A.  Sampson,  Chairman 


O’Neil’s,  Akron 
Kenneth  F.  Sokol,  President 
Lonny  J.  Jay,  Chairman 

Strouss,  Youngstown 
Larry  L.  Mickley,  President 
John  J.  Rahilly,  Chairman 

May-Cohens,  Jacksonville 
Thomas  J.  Hogan,  President 

Venture 

Julian  M.  Seeherman,  President 
Don  R.  Clarke,  Chairman 

Volume  Shoe 

Dale  W.  Hilpert,  Chairman 

Richard  A.  Jolosky,  President 

May  Centers,  Inc. 

William  E.  Grafstrom,  Chairman 

May  Merchandising 
Corporation,  New  York 
Kenneth  Kolker,  Chairman 
Martin  Bloom,  President 

May  Department  Stores 
International,  Inc. 

Martin  Bloom,  President 

The  May  Design  and 
Construction  Company 

John  G.  Rutenis,  President 
John  F.  Strong,  Chairman 

Eagle  Stamp  Company 

Roy  R.  Paulson,  President 
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Shareholder  Information 


Corporate  Office 

The  May  Department  Stores  Company 
611  Olive  Street 
St.  Louis,  Mo.  63101 
(314)  342-6300 

Annual  Meeting 

The  Annual  Meeting  of  Shareholders  will  take  place 
at  10  a.m.,  Friday,  June  14  in  the  ninth  floor  auditor¬ 
ium  of  the  Famous-Barr  Co.  store,  Olive  and  Sixth 
Streets,  St.  Louis,  Mo.  A  formal  notice  of  the  meeting, 
along  with  a  proxy  statement  and  a  form  of  proxy, 
will  be  mailed  to  each  holder  of  common  stock. 

Annual  and  10-K  Reports 

Copies  of  the  company’s  annual  report  to  share¬ 
holders,  the  annual  report  to  the  Securities  and 
Exchange  Commission  (Form  10-K),  and  the 
quarterly  reports  to  the  SEC  (Form  10-Q )  are 
available  to  shareholders  without  charge  upon 
request  to:  Corporate  Information  Center,  The  May 
Department  Stores  Company,  611  Olive  Street, 

St.  Louis,  Mo.  63101. 

Capital  Stock 

Shares  of  The  May  Department  Stores  Company 
common  stock  are  listed  and  traded  on  The  New  York 
Stock  Exchange  (trading  symbol  MA)  and  The 
Pacific  Stock  Exchange  (trading  symbol  MA).  The 
stock  is  quoted  as  “MayD”  in  daily  newspapers. 


Transfer  Agent  and  Registrar 
Centerre  Trust  Company  of  St.  Louis 
510  Locust  Street 
St.  Louis,  Mo.  63101 
(314)  231-9300 

Auditors 

Arthur  Andersen  &  Co. 

1010  Market  Street 
St.  Louis,  Mo.  63101 

Shareholder  Inquiries 

Communication  regarding  all  shareholder  records, 
including  change  of  address,  should  be  directed 
to  the  company’s  transfer  agent  and  registrar, 
Centerre  Trust  Company  of  St.  Louis. 


* 
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